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The March of Events 


HE Japanese-Russian Peace Confer- 
ence yielded a victory to every party 
to it. The Japanese, in spite of their 

pardonable popular disappointment, secured 
all that they went to war for and more, for 
their Government made an exhibition of self- 
restraint in victory that will set all conquering 
nations hereafter a standard of high conduct: 
The Russians got off well, their pride salved 
and their “honor’’ saved, and their envoys 
hailed as “‘victors,’’ according to the peculiar 
judgment of diplomacy—lucky, surely, not 
to suffer more military defeats after they 
declined to pay the cost of the war. President 
Roosevelt won and richly deserves the applause 
of all mankind. And civilization is the gainer 
by the stopping of the bloodiest of wars. 
These are happier results than anybody dared 
predict or hope for. 

What an interesting play of forces it was! 
For there was the pressure not only of envoy 
upon envoy, of ruler upon ruler, of two gov- 
ernments, one struggling to save its place, 
and the other come to claim its place, among 
the great—there was the struggle also of the 
public opinion of the world, most energetically 
represented by the President, against the 
pride of both belligerents; and enlightened 
public opinion, under his guidance, won one 
of its greatest victories. 


THE COMING OF JAPAN INTO VICTORIOUS 
RECOGNITION 
HE €onference will make an interesting 
chapter in the history of our time for 
several reasons; but the largest reason is be- 
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cause it witnessed the recognition by the 
world of the claims of a new Great Power. It 
was the birth of Japan as the acknowledged 
mistress of Far Asia. 

In the attention that the public naturally 
gave to the details of the Conference—the 
personal bearing of the envoys, the chatter 
of their secretaries, the gossip of the corre- 
spondents, the sending and the receiving of 
messages from far off, strange rulers and 
cabinets—it was for the moment almost for- 
gotten that an event was happening such as 
happens only at long intervals—that a nation 
which a little while ago was not seriously 
regarded was taking the high place that it 
had suddenly won among the mighty; and 
the other nations were ‘consenting to it, as 
they had distinctly refused to do a few years 
ago. If it was not the birth, it was a sort of 
christening of Japan as a world power; and 
this fact will be remembered in connection 
with the Conference long after the details of 
the treaty have been forgotten. 

Even while the Conference was in session 
and the mere details of its meetings held the 
public attention, the Japanese Ambassador 
to the Court of St. James’s was concluding 
with the British Government a pact that 
ensures the peace of Asia—stops the encroach- 
ments of Russia southward as well as eastward 
and serves notice on all predatory Powers 
that Asiatic soil is no longer for spoliation. 
How small a matter was it, then, which for 
the moment seemed so large, whether Japan 
could wrest from Russia payment for the cost 
of the war, or a part or the whole of Sakhalin 
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Island. She could, her essential demands all 
granted, easily let Russia go without loss of 
more men or loss of more money. For she is 
the dominant Power of the Far East, with 
England in renewed allegiance with her. 
While the Peace Conference was in session 
it happened that one strong English fleet of 
sixteen ships was in the Baltic, another in the 
North Sea, and a third of eighteen battleships 
off Portugal and Morocco. While there were 
local excuses for all these cruises, it is worth 
recalling that strong governments speak a 
various language; and Europe understood 
that England was not willing that Japan 
should again be cheated out of the results of 
her victory. 

Two little island kingdoms, one just off the 
coast of Europe, the other just off the coast 
of Asia, now have a stronger real power affect- 
ing the destiny of mankind than all the king- 
doms that hold the two continents between 
them. 


AS THE CONFERENCE UNFOLDED ITSELF 
I 


ACH group of envoys came to the Con- 
ference under impressive conditions. 
Japanese statesmen had never gone on such 
an errand before. The only diplomatic ex- 
perience after a victory in war that they had 
had with Europeans was humiliating. When 
they had whipped China and had made a 
satisfactory treaty of peace, Russia and 
Germany and France interposed and robbed 
them of it. 

Now again they were victors; and this time 
their envoys were to meet fact to face Euro- 
pean diplomatists—the representatives of 
the chief Power that had robbed them ten 
- years before. As victors they had the initial 
advantage, these courteous, inscrutable, deter- 
mined new-comers among the Great Nations, 
and they used it decorously and well. 

They had more than a diplomatic game 
with the Russians to play—they had to win 
the approval of all civilized mankind because 
they were new-comers among the Great 
Nations; and they never lost sight of this 
larger duty. The Russians’ task was to save 
such shreds of “honor” as they could. The 


task of the Japanese was to show themselves 
equal to the duties and privileges of a Great 
Power. And every Government was watching 
them. 
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II 


Few diplomatists have ever had a harder 
task than the Russian envoys. Their Gov- 
ernment had been completely defeated, its 
navy obliterated, and its army whipped in 
every battle. Worse yet, its wretched charac- 
ter had been laid bare. It no longer com- 
manded the fear, to say nothing of the respect, 
of mankind. In addition to defeat and 
exposure, Russia was suffering an internal 
revolution. For half a year there had been 
something like civil war in a large part of the 
Empire. Assassinations, revolts and muti- 
nies had occurred until the Czar had been 
forced to grant something that should seem 
to be a beginning of popular government. 

Mr. Witte and Baron Rosen, thereforc, 
represented a government now without charac- 
ter and without standing in the world, except 
by virtue of the courtesy that all governments 
extend to one another. 

Nor were these all their difficulties. Mr. 
Witte is a liberal statesman who had opposed 
the war, and incurred the displeasure of 
powerful persons who stand near the throne. 
They would rejoice at his failure on his diffi- 
cult errand. Baron Rosen, too, had opposed 
the war, and he knew the terrible efficiency 
of the Japanese better, perhaps, than any 
other Russian. No diplomatists in the world 
envied these men, for personal as well as 
official difficulties hedged them about. 

When they came into conference with the 
Japanese envoys they knew, of course, that 
they would be asked to concede what Japan 
had won by arms—the control of Korea and 
of the Liao-Tung peninsula, and the evacuation 
of Manchuria; and they knew that they would 
be asked to pay the cost of the war to the 
victors. On that demand the diplomatic 
battle would turn. 

Such was the position of each side when the 
Conference began. And all the world looked 
on with eagerness. 


III 


The Japanese demands included first what 
they were obliged to receive to grant peace at 
all—the control of Korea, of the Liao-Tung 
Peninsula, and the Russian evacuation of Man- 
churia. These were the causes of the war; 
and if they should accomplish these they 
would accomplish all that they had fought for. 
They would have all that they had once before 
won and lost by Russian wiliness, and more— 
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a far wider influence and opportunity that 
they had now secured for the first time. 

They knew the ways of European diplomacy, 

and of Russian diplomacy in particular. If 
they demanded these essential things only, 
the Russians would fight for abatement of 
their demands. More than that, all the 
Western world, long used to bargaining in 
diplomacy (what is a diplomat but a com- 
promiser ?), would expect them to yield some- 
thing—to show a spirit of concession. The 
appearance of stubbornness in men or in na- 
tions—particularly of new-comers—produces 
an unfavorable impression. 
' To fall in with the habits and expectations 
of the world’s diplomacy, therefore (and with 
a shrewd hope that possibly they might 
get more than they needed to have), the Japan- 
ese added other demands, which they could 
well withdraw at the proper time if they 
were forced to do so. 

They know Western and especially Russian 
psychology also amazingly well; and they 
prepared a way for the Russians to talk of 
“dignity” and “honor’’ as long and as loudly 
as they chose. They added demands for the 
interned ships. This involved no principle 
of importance to the Japanese, and the ships 
are of little value, but the demand was sure 
to provoke dissent; they could yield this and 
score the first point in magnanimity, and thus 
far also save the Russian pride. 

Then they added a demand for the limita- 
tion of Russian naval strength in Asiatic 
waters—a vague proposition which had a 
touch of irony; for Japan is sure, for many 
a year to come, to have a stronger navy than 
Russia. This item also was inserted to be 
yielded—again to show magnanimity and to 
save Russian pride. 

Then they added a demand for Sakhalin 
Island—in a more serious mood. But even 
this they could yield at last, at least in part, 
if they could secure fishing rights which are 
worth more to them than the island itself. 

All these things Japan could forego and still 
have all that she had gone to war for; and, as 
the game went on, they allowed the Russians 
to score these several diplomatic victories— 
“as prearranged.’’ They were very shrewd in 
turning the talk, in the Conference itself and 
throughout the whole world, on relatively 
unessential demands. They acted as a gen- 
eral acts who lures his enemy to attack at 
the wrong place. 
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IV 

The demand for the payment to Japan of 
the cost of the war (the Japanese never used 
the word “indemnity,” nor did they set a 
definite sum) would clearly be the chief cause 
of contention. It did not fall clearly into 
either class of demands—either those that 
could be easily yielded or those that were 
essential to secure the results of victory. The 
history of this demand is the most interesting 
chapter in the whole play. 

Early in the war there was no thought of 
indemnity in any event. Even after a Japan- 
ese victory seemed certain, there was, fer- 
haps, little serious thought of it. For their at- 
tention and the attention of the rest of the world 
was fixed on the main purpose of the war, the 
driving of the Russians from Korea and Man- 
churia, which meant also the establishment 
of Japan as the dominant power in the East. 
There was never an expectation in anybody’s 
mind that Japan would or could conquer the 
Russian Empire. Her armies could not go to 
St. Petersburg nor her navy to the Baltic Sea, 
and Russia could not be physically forced to 
pay an indemnity unless such a conquest were 
possible. 

But one Japanese victory followed another. 
The Russian army was run into northern 
Manchuria; Port Arthur was taken; and at’ 
last Rojestvensky’s fleet was destroyed. 
Russia, as all the world saw, was clearly 
beaten; and then the talk began, in every 
part of the world, of anindemnity. Japanese 
statesmen themselves now regarded it as 
possible and, if possible, proper. Other con- 
quered nations had paid indemnities, though 
most of such payments were really ransoms— 
the French payment to the Germans, for 
example. 

But the idea was born late—born of the 
completeness of the Japanese victory and of 
the increasing financial burden of the war. 
But now the possibility and even the propriety 
of demanding it naturally took strong hold 
on the popular mind in Japan, as their news- 
papers showed. It was a part of the war 
spirit which now ran high, and it smacked 
also somewhat of revenge. It was by this 
time seriously discussed in Europe, too. 
European bankers were said to have expected 
it and prepared to make Russia a loan to pay it. 

But all the while it was obvious that, :f 
Russia consented to pay an indemnity, she 
would consent only in a panic or only because 
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of extraordinary pressure from other Powers 
or of public opinion in Europe; for, if she 
refused, it could not be collected by force. The 
worst that could happen was to be driven 
wholly out of Manchuria and to lose Vladi- 
vostok. 

Both Powers saw all this in advance. The 
Russian Government knew before its envoys 
left St. Petersburg that an indemnity would 
be demanded; and there is reason to believe 
that they expected to grant it, if they were 
pressed hard enough and if the sum were not 
too great. The Japanese Government and 
envoys also expected it, for by this time not 
only Japanese opinion but apparently the 
opinion of all Europe regarded a payment as 
proper. 

But all the while somebody in Japan knew— 
the Emperor or his advisers, his Cabinet or 
the Elder Statesmen—that, if Russia were 
firm enough to refuse, no money payment 
could ever be collected. And-this point, too, 
could be yielded, if need be. 


V 


The game began, and the Japanese played 
it ‘‘as prearranged,” just as they had fought 
their battles both at sea and on land. 

Their demands were made. The Russians 
flatly refused some of them. The Japanese 
yielded, as they had expected to do. The 
agreement that the utmost secrecy should be 
maintained was, at first in quiet ways and 
afterward more openly, broken by the Rus- 
sians. They began to talk; for were they not 
winning points in the game? They had been 
asked to limit their naval power in the East. 
Never! They then scored this point. The 
Japanese were driven back. They had been 
asked to give up the interned ships. Never! 
The Japanese were, therefore, routed. And 
so, day by day, the Russians were winning. 
Mr. Witte and Baron Rosen were able to 
report definite progress. They were saving 
their face. They were preserving and up- 
holding Russian honor. They were talking, 
too, and that gave them great satisfaction. 

Already, however, Japan had secured all 
that she had fought for—much more than she 
had asked before the war was begun, and 
much more than she would gladly have 
accepted even after the fall of Port Arthur. 

Then the diplomatic battle closed about 
the indemnity. ‘‘Not a kopeck,” said Mr. 


Witte. There were days of stubborn contest. 
e 
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Each side consulted its home government. 
There would be 10 treaty, the newspapers said. 
Neither side would yield. The Czar had sent 
supplementary instructions—this, at least 
seems probable—to his envoys, forbidding 
them to yield. Perhaps the Japanese con- 
cessions had sent the Russian hope higher 
than the Japanese had meant to send it. Too 
much “honor” had been saved. Or the war 
party gained a new audience with the Czar 
and really persuaded him that victory was 
yet possible. Or Mr. Witte’s enemies were 
working to prevent him from making any 
treaty. 

Whatever the cause or causes, the Czar 
refused to yield. The suggestions of the Presi- 
dent did not move him. The Russians would 
not pay an indemnity in any form. They 
declined even to pay $600,000 for the recession 
of a part of Sakhalin Island. 


VI 


The Conference was apparently at an end. 
But it must be remembered that there has 
been a point in every such conference when an 
amicable result seemed impossible. To-mor- 
row or next day the envoys would depart. 
They had already ordered their passage home. 
The secretaries and the servants were packing 
up papers and baggage. 

All the while the Japanese envoys had the 
signatures of the Russian envoys to every 
demand that was essential to them—they had 
secured an agreement to everything that they 
had fought for—if the question of indemnity 
could be settled. 

But the Russians were winning—in their 
own minds and in the newspapers. They had 
so far gained every point ‘‘in dispute.’”’ For- 
getting that they had yielded everything that 
was essential to Japan, they assumed the 
tone of victors, and a large number of Ameri- 
can newspapers took this view of the diplo- 
matic battle. Mr. Witte became a sort of 
hero. Robust, good natured, more or less 
loquacious (by the back door when not by the 
front), chafing under the restraints of silence 
which did not restrain him, making the most 
of a hard task and obtaining concessions 
which put his personal enemies at home to 
confusion, winning everything that any man 
in his position could win—so well was the 
prearranged Japanese plan working out that 
Russian pride was not only saved but was 
exalted; and the Japanese were ‘‘cornered.”’ 
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If they insisted on an indemnity they would ap- 
pear to be continuing the war only for money. 

Then, of a sudden, they yielded—so dra- 
matically that Mr. Witte was exalted to the 
position of a great victor, his pride and his 
master’s pride saved. The Russian envoys 
kissed one another. And the silent Japanese 
had showed themselves to the world as gener- 
ous conquerors and as great diplomatists, 
superior to a mercenary war. 


VII 


Here came the only well-guarded secret of 
the Conference: Would Baron Komura and 
Mr. Takahira have gone home without mak- 
ing peace if their home government had not 
interfered? Was this last card in their hands 
or had it been kept by the Elder Statesmen to 
play themselves at the last moment? And 
would the Japanese Government itself have 
receded from the demand for indemnity if 
the President had not appealed to them? 

For the President now brought the pressure 
of his persuasion, or suggestion, to bear on 
Tokio; and by doing this he rose to the full 
height of the great opportunity. He helped 
the Japanese to win a victory over themselves 
—over their war party—as well as an historic 
victory in the noblest diplomacy, the diplo- 
macy of character. 

It is probable that the demand for indem- 
nity had become so popular in Japan that 
even the farsighted real rulers of the Empire 
might have met the Czar’s stubbornness with 
refusal but for the President’s timely pressure ; 
for his suggestion meant the full pressure of 
friendly public opinion in the United States 
and even of the whole world. And the Japan- 
ese statesmen rose to the same high level of 
action. They did not forget that they had 
another task than merely to make peace with 
Russia—they must win the admiration of 
the world. If, at the President’s suggestion, 
they went beyond their original intentions, 
their diplomacy was for that reason only the 
more superb. 

They received all that they had fought for; 
they sent their enemy home also proud of his 
“victory”; and they put an end to a bloody 
war in which they could have won more 
battles rather than seem to be fighting for a 
low purpose. Few greater triumphs have been 
won in diplomacy. The more thoroughly 
the results are studied the clearer does this 
become. 
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THE TREATY ITSELF 


HE text of the treaty has not authorita- 

tively been made public; but the 
general purport of its several clauses, given 
out, is doubtless substantially correct. As 
given out it contains fifteen articles and two 
addenda. 


I. Recites the re-establishment of peace and 
friendship. 

II. Russia consents to Japan’s domination in 
Korea, Russian subjects to enjoy the same privileges 
as the subjects of other countries. 

III. Manchuria shall be evacuated by both 
armies, only a small force of railroad guards to be 
left. 

IV. The long Russian lease from China of Port 
Arthur and Dalny, with adjacent lands and waters, 
passes to Japan. 

V. Both agree to the restoration of Manchuria 
to Japan. 

VI. The railroad south from a place south of 
Harbin becomes Japan’s, and specific agreements 
are made concerning branch lines, mines, etc. 

VII. and VIII. That the railroads of each Govern- 
ment shall be worked in harmony and for commercial 
purposes. 

IX. The southern half of Sakhalin Island (south 
of the soth parallel) becomes Japan’s, with free 
navigation thereabouts. 

X. Secures the rights of bona fide Russian 
residents in Japan’s part of the island, but not of 
Russian convicts. 

XI. Grants, by an agreement to be made here- 
after, fishing rights to the Japanese, in the Sea of 
Japan, the Sea of Okhotsk, and Bering Sea. 

XII. Pledges the renewal of the ante-bellum 
commercial treaty, with a most - favored nation 
clause. 

XIII. Each Government to pay the other for 
the cost of keeping prisoners. 

XIV. Declares that the language of the treaty 
shall be English and French, the French text to be 
used in case any difference in interpretation arise. 

XV. Requires the treaty to be approved and 
signed by the two sovereigns within fifty days. 

The supplementary articles stipulate that the 
evacuation of Manchuria shall be completed within 
a given time, and that the boundary line on 
Sakhalin Island shali be marked by a special com- 
mission. 

The envoys exchanged most hearty thanks 
on the memorable last day of their meeting, 
September sth, in formal speeches of great 
cordiality. It was an impressive scene when 
they shook hands across the table as soon 
as they had silently signed the treaty. 
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' THE UNIVERSAL APPLAUSE OF THE PRESIDENT 
HE outburst of applause and congratu- 
lation was without precedent. The 
President was called “‘the foremost citizen of 
the world.”” The press and the people of all 
parties and faiths praised him without re- 
straint. No President in his lifetime, except 
Washington, ever provoked such universal 
approval. And all the world sent congratu- 
lations. 

The King of England telegraphed: ‘‘Let 
me be one of the first to congratulate you on 
the successful issue of the peace conference, 
to which you have so greatly contributed.” 

The Emperor of Germany: “I am over- 
joyed; I express my most sincere congratula- 
tions at the great success due to your untiring 
efforts. The whole of mankind must unite, 
and will do so, in thanking you for the great 
boon you have given it.’’ And he sent, a few 
days later, a second telegram. An acknowl- 
edgment of the agreement to Mr. Roosevelt’s 
plan on the part of the German Emperor was 
made in this reply, which the President sent 
to the Kaiser: “I thank you most heartily 
for your congratulations, and wish to take 
this opportunity to express my profound 
appreciation of the way you co-operated at 
every stage in the effort to bring about peace 
in the Orient. It has been a very great 
pleasure to work with you toward this end.”’ 

The President of France telegraphed: 
“Your Excellency has just rendered to human- 
ity an eminent service for which I felicitate 
you heartily. The French Republic rejoices 
in the rédle that her American sister has 
played in this historic event.” 

Thanks came from both the Emperors who 
had been at war. The Czar sent this re- 
markable message: ‘“‘Accept my congratu- 
Jations and warmest thanks for having 
brought the peace negotiations to a successful 
conclusion, owing to your energetic efforts. 
My country will gratefully recognize the great 
part you have played in the Portsmouth 
Peace Conference.’’ That the Czar should 
give the President the credit ‘“‘for having 
brought the peace negotiations to a success- 
ful conclusion” was unlooked-for, to say the 
least, and a most unusual compliment for 
one ruler to pay another. 

The message trom the Emperor of Japan 
also was significant: “I have received with 
gratification your message of congratulation, 
conveyed through our plenipotentiaries, and 
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thank you warmly for it. To your disinter- 
ested and unremitting efforts in the interest 
of peace and humanity I attach the high 
value which is their due, and assure you of 
my grateful appreciation of the distinguished 
part you have taken in the establishment 
of peace based upon principles essential to 
the permanent welfare and tranquility of 
the Far East.” 

Such applause, by both its volume and its 
tone, registered once for all the practically 
universal conviction that Mr. Roosevelt is a 
man eminently fit for greatest authority and 
the highest tasks. This will be the permanent 
judgment of the world. 

But no pendulum swings so far without 
swinging back; and the same strong qualities 
that have made him “the foremost citizen 
of the world”’ will presently—for some little 
reason or no reason at all—bring him new 
reminders of the fickleness of popular affection. 
But whether a man be “popular” or not is 
of little account beside his holding stead- 
fastly to a high course of action—and this the 
President has done. 


THE SOFT WORD AND THE BIG STICK 


HE Presi*ent conceived and carried 
out the plan for a peace conference— 
at the particular stage that the war had 
reached—against the expectations of almost 
the whole world. Even those who had the 
greatest confidence in his efforts were afraid 
that he had acted prematurely. Of course 
the Russians had clearly been defeated, but 
they were unwilling to acknowledge defeat 
because they had a large reinforced army 
under a new commander; and the victories of 
the Japanese had given their war party an 
eagerness to destroy the Russian army as 
they had destroyed the Russian fleets. 

The President disregarded precedent, and 
approached both belligerent Governments 
in such a spirit that they could not rebuff 
him without doing violence to the humane 
feelings of all civilization. He secured also 
the friendly help of the English, French and 
German governments. There may be many 
a slip between a far-off proposal of a confer- 
ence and the making of peace; and the 
progress of the President’s activities was 
exceedingly interesting—the more so because 
they were new activities for an American 


President. 
In almost all other countries the ruler and 
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the government are one; and the actions of 
the rulers are the actions of the government. 
With us, in this case, it was nct so. This 
was Mr. Roosevelt’s action—not the action 
of the United States Government in quite 
the same sense that a corresponding act by 
the Kaiser would have been an act of the 
Government of Germany. The praise for 
success, therefore, is due to the President 
personally. 

But he worked, of course, ever with the 
power and the influence of our Government 
behind him. He was using—and properly 
using —this power and influence for a righteous 
purpose. But the point that has for the 
moment been forgotten is that the President 


was putting two things to an interesting test, 


which had no precedent. He was exerting 
his own indomitable personality as one of 
the world’s rulers; and he did this in the 
later stages of the conference in a way almost 
as direct as if he and the Emperors of 
Japan and Russia had themselves been the 
Peace Commissioners. 

Then, behind all this activity, silent but 
strong, was the new and greatly increased 
force of the United States since we became 
a naval power worthy of consideration. Mr. 
Roosevelt stood in the minds of all rulers as 
the embodiment of this power and efficiency. 
Not that there was or could be any thought 
of war by us, or of our entanglement in case 
of failure. But the respect for our power, 
and for him as the embodiment of it, gave him 
an influence among the Powers that success 
in such a difficult negotiation required. 
Those who recall the attitude of continental 
European opinion toward us during our war 
with Spain will understand with what slight 
courtesy such a request from an American 
President would then or at any earlier time 
have been received. It would have been 
regarded merely as a detached expression of 
amiability from a government that held 
aloof from international affairs. In other 
words, while the President spoke softly, his big 
stick was remembered; and if he had never 
had a big stick he would not have been so 
respectfully listened to. 

It was the same Mr. Roosevelt who brought 
this peace-making to pass and who during the 
earlier years of his presidency excited the 
fear of many of his countrymen that he would 
involve us in entangling alliances by his 
“rashness”; and he brought peace to pass by 


this same ‘‘rashness’” and even by the same 
weapons (not forgotten if concealed) that 
they feared he.would use for mischief. This 
great triumph for peace was made by a 
President who stood, in the minds of the 
world, as the best embodiment of a strong 
American Government. 


AS PEACE FINDS THE WORLD 


HE treaty puts the world in better 
plight than the war found it. It 
removes the Russian menace from Japan and 
gives that Japanese room to expand in Korea, 
which to the densely populated Empire is a 
necessity. Korea will become in effect a 
province of Japan. And Manchuria, although 
it will revert to China, will be exploited and 
developed by the Japanese. 

The Japanese acquisition of Korea and its 
practical commercial command of Manchuria 
will have far-reaching results; for the Japanese 
Government and people will now enter 
definitely upon an era of great industrial 
expansion. These large areas for emigration, 
too, will relieve the Japanese of the necessity 
of migrating to countries where their labor 
would be less welcome. 

Fear is expressed in some quarters, both 
in Europe and in the United States, that the 
Japanese will exclude other peoples from 
any considerable share in the trade and 
development of Manchuria, and gradually 
even of the rest of the Chinese Empire. 
They are under definite international agree- 
ment to keep the open door to trade; but 
by cheaper labor and the organization of 
monopolies, and in other ways, the prediction 
is that the profits of this industry and com- 
merce will all fall into their hands. Of 
course they have the advantage of proximity 
and of kinship with the people—great ad- 
vantages to which they are fairly entitled. 
Surely, too, they have won the rights of 
commercial expansion by a costly war of 
defense against commercial and national 
annihilation. Of course they will use these 
advantages. They would not do their duty 
nor develop their own people if they did 
not use them in Manchuria and in all China. 

But it is a mistaken economic view to 
suppose that American and European trade 
with the Orient will, for that reason, fall 
off. The trade of all these countries, including 
Japan itself, is in its feeble beginnings. 
It has consisted of the products that follow 
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the first relations that the East and the West 
have had with each other. As industry 
develops—when Japan and even China become 
really great manufacturing countries in the 
mudern sense, and especially when the great 
natural resources of China begin to be de- 
-veloped and the habits and wants of the 
people become more numerous and complex, 
as the habits and wants of all peoples do in 
proportion to the development of their 
industrial life—a trade will grow up across 
the Pacific analogous to the trade that now 
goes back and forth across the Atlantic. 
Our best customers now are those nations 
that are furthest advanced in industry— 
England, France and Germany. This great 
law of commerce will not be changed because 
the Japanese and the Chinese now have 
cheap labor. If Japan proves equal to her 
great industrial opportunity, as she proved 
equal to her military necessity, the whole 
world will profit by the development that 
she will set going. 

All international conditions touching the 
Orient, as this treaty of peace leaves them, 
are better than they have ever been before. 
It is an incalculable gain that the day of 
the European spoliation of China seems past. 
Japan and England are in definite alliance 
to prevent it, and all the moral force of the 
United States has been exerted, and will be, 
to the same purpose. For this all civilization 
owes Japan a lasting debt of gratitude. 


As we look back toward Europe to con- 
sider the results of the war, the first great 
fact that we encounter is the checking of 
Russia in her avalanche movement to the 
Pacific. She has no ice-free port there now, 
and no apparent chance to get one. For 
such a port she had spent years of endeavor, 
millions and millions of money, and used 
intrigue. Her movement toward the sea 
will next be—in a sense must be, for this 
is a continuous policy and apparently a sort 
of national instinct—toward the Persian Gulf, 
and (at some time) again toward Constanti- 
nople. Her push toward British India seems 
now checked by the new Anglo-Japanese 
alliance; and England has to thank Japan 
for at least a long postponement of the great 
clash between England and Russia which 
has many times been predicted as an inevit- 
able Titanic contest. 

This defeat in Far Asia brings to Russia 
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herself a great opportunity, which many men 
who know the conditions of Russian life now 
confidentially expect to see used—an oppor- 
tunity for industrial development. It was 
the foremost statesman of the Empire who 
concluded peace at Portsmouth on terms 
as favorable as Russia coula possibly have 
received—even more favorable than anybody 
expected her to receive. Mr. Witte’s prestige 
must be increased by this achievement. It 
is he who has done more than all other men of 
his country for its industrial advancement. 
It is a reasonable hope, then, that Russian 
energy will be turned more than ever to the 
development of the people of the country. 

These are not all the effects of the war; 
for it has changed the relations of nearly all 
the governments of Europe to one an ther; 
but of none for the worse. It will be a date 
to which many new forces and tendencies 
and relations will be referred. 


ENGLAND STRENGTHENING HER INDIAN 
DEFENSES 


PART of the same defensive movement 
by England which caused her to renew 
and to strengthen her alliance with Japan is 
the change of policy in the government of 
India. For the retirement of Lord Curzon as 
viceroy had more than a personal meaning. 
He stands for the supremacy of the civil gov- 
ernment over the military; and this, and not 
a mere disagreement about the appointment 
of a subordinate, was the difference between 
the Viceroy and the Home Government which 
caused him to resign. The strengthening of 
the army and of the military defenses in India 
is the meaning of the change of viceroys; and 
General Kitchener’s policy will be carried out 
under the Earl of Minto, the new viceroy. 
Russia, now halted on the Pacific, would soon 
as naturally push into British Asia as an 
avalanche stopped at one outlet would soon 
seek another; and the English are strength- 
ening their Asiatic defenses in time. 

The appointment of the Earl of Minto to 
this great post was a surprise, for his adminis- 
tration as Governor-General of Canada was not 
a noteworthy success. But the duties of a 
governor-general in Canada are wholly formal 
and social, and Lord Minto did not seem quite 
so to understand them. It is assumed that 
he approves the stronger military policy for 
India. The chief distinctions that he has 
won are military—he has seen service in India, 























in Africa and in the Northwest Territories of 
Canada in the Riel rebellion. In the Afghan 
War he served under General Roberts. He 
would naturally favor the new and stronger 
military policy of General Kitchener. His ap- 
pointment comes pat after General Roberts’s 
recent speech in the House of Lords in which 
he emphasized the defenselessness of the 
Empire. She meaning of it all is that the 
menace of Russia is to be checked while 
Russia is weak. General Kitchener recently 
gave expression to a widespread opinion 
among Englishmen, especially among Eng- 
lishmen of military training, that in spite of 
Russia’s setback a clash between her and 
England in India is at some time inevitable. 


THE FLOOD OF PROSPERITY 


‘HE autumn is come with bulging crops, 
with an increasing foreign trade, with 
prosperity for manufacturers and merchants 
and the railroads—all, apparently without 
inflation or recklessness. Those who feared 
that a period of depression was near served a 
good purpose in checking extravagant expec- 
tations, but happily they proved to be false 
prophets. For the bases of the prevailing 
prosperous activity all seem to be secure. 

The cheerful facts, in addition to the great 
crops, are the conservative rise of representa- 
tive railroad stocks, warranted apparently 
‘by an increase of real values, the prosperity of 
our standard manufacturers, the volume of 
business done by the banks, and our increas- 
ing exports of manufactured products. 

During the last fiscal year (ended June 30th) 
we sold abroad manufactured goods to the 
value of 543 millions, against 452 millions the 
year before; and there was a threefold increase 
in ten years. In 1895 manufactured pro- 
ducts were but 20 per cent. of our exports. 
Now they are 4o per cent. They will soon 
outrun our crop products, and our f incipal 
foreign trade will be in manufactures. 

The “average price’ of twenty representa- 
tive railroads stocks (which may be some- 
what misleading but which at least shows a 
tendency) is more than 130, in a generally 
rising market, as against 129 in the high- 
price period of 1902; and the rise in railroad 
bonds has been very much greater. Some 
bonds have doubled in market value since 
tg02. The same prosperity and activity are 
shown by the increase of iron produced during 
the first half of this year—11 million tons 
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against 8 million for the same period of 1904, 
and of less than 10 million of 1903. 

The wild-cat organizations and consolida- 
tions of the last year or two, the very general 
distrust of “‘big’’ directors caused by the 
revelations about the management of the 
Equitable Life Assurance Society and all other 
disturbing influences have not produced 
commercial or financial hesitancy; and the 
increasing current of prodigious but appa- 
rently normal prosperity flows on. 

The bigness of our total transactions at 
home is a constant source of wonder to those 
that study them intelligently. For instance, 
the wholesale trade of Chicago alone is esti- 
mated to exceed the total exports of the 
United States; and the value of the things 
now made in Chicago every year is greater 
than the value of all the manufactured pro- 
ducts of the country was fifty years ago. It 
is probably true that there was never a decade 
in human history during which so large a 
population as ours enjoyed so high a level of 
normal, substantial, continuous and nearly 
universal prosperity as we have had during 
the last ten or twelve years. 


FEDERAL REGULATION OF INSURANCE 


‘HE continuous increase of Federal activ- 
ity and authority over the authority 
of the states, which is alarming to an impor- 
tant school in politics, is caused chiefly by the 
breakdown of the states. Consider, for ex- 
ample, the proposal of the Federal regulation 
of insurance. The reasons given for it are 
an increase of the safety of the companies 
and a lessening of their expenses that would 
follow the elimination of much clerical and 
other work, but mainly the effectiveness of 
supervision. The insurance departments of 
some states are merely parts of political 
machines. The insurance companies main- 
tain lobbies. They freely confess in private 
that they are forced to maintain them, to 
“cultivate” political leaders, to contribute 
to campaign funds, and in some cases directly 
to bribe state insurance commissioners. To 
escape blackmail, as national banks escape it, 
the managers of some of the companies cry 
out for Federal supervision, that should relieve 
them of the meddlesome and sometimes 
corrupt activity of fifty states and territories. 
If the states break down, what recourse is left 
but to the Federal Government? 
Of course this is not the whole story. If 








6698 





insurance companies, as a rule, were managed 
as savings banks are, for the benefit of the 
depositors or policy holders and to the exclu- 
sion of large profits to the officers and directors, 
and if, having the advantage of this strong 
moral position, they were flatly to refuse the 
demands of politicians they would not need 
protection from state officers and legislatures 
—they would have as strong a moral hold on 
the community as the savings banks have. 
For the ideal insurance company is one by 
whose management no man could become 
rich. It would pay small salaries and it 
would yield honor, not chances for profit, to 
its managers and directors. Large salaries 
are not necessary to procure good manage- 
“ment. Doubtless they are necessary to pro- 
cure men who can continually increase the 
volume of insurance business. But an ab- 
normal volume of business is made necessary 
only by bad methods and the wrong sorts 
of policies. 

Federal supervision, if legal objections to it 
are overcome, as doubtless they can be, may 
be the best method of reducing the conduct of 
insurance companies to a basis more nearly 
analogous to the conduct of savings banks. 
The facts about insurance management that 
a legislative investigating committee is bring- 
ing out in New York will make the idea of 
Federal supervision much more popular than 
it has ever been. Senator Dryden is receiving 
reinforcements in an apparently rising tide of 
popular approval. 


THE PROPER PLAN OF LIFE INSURANCE CONDUCT 


, HE point to which the conduct of life 

insurance companies must come is 
plainly this—that they must be so conducted 
as to forbid their officers or directors from 
making profit or income in any form from 
their relation to the company except the 
reasonable (and not excessive) salaries that 
they receive. They must be forbidden to 
use the companies’ money (which is the policy- 
holders’) in any way that will directly or in- 
directly bring a penny of income to them- 
selves. 

This is the plane of safety and of right, high 
conduct (and it is the only plane of safety 
and high conduct) to which the aroused moral 
sense of the community demands that the 
business shall be elevated. The sharing by 
directors in syndicate profits, their conduct 
(with their companies’ money) of subsidiary 
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or friendly trust companies—the era of these 
methods must now quickly pass. Directors 
of life insurance companies must be chosen 
from among a different class of men from 
brokers and bankers and speculators. 

This is the plain lesson that all these un- 
happy insurance events and revelations are 
teaching, and the plain duty to which they 
point. The complete confidence of the whole 
public in the large insurance companies will 
not be restored till this change is made. 


THE DIRECT CONTEST FOR A SENATORSHIP 


IN VIRGINIA 

HE summer campaign for a United 

States senatorship in Virginia has 

more than a local interest, because an effort 

was made to defeat a machine candidate by a 

direct appeal to the people—and it failed. 

The choice of a senator at the polls did not 

remedy the evil that election by the Legisla- 
ture is supposed to invite. 

The formal election is yet to be made by 
the Legislature, of course; but the popular 
contest was carried on in every part of the 
state, during the whole summer, by Senator 
Martin, the present occupant, and Governor 
Montague. They took the question of ma- 
chine methods to the people. For three or 
four months they made speeches, sometimes 
in “‘joint’’ debate, to much larger crowds 
than had attended political meetings for a 
generation. 

Senator Martin is a machine senator and 
was the machine candidate. He has been a 
“business” senator. He favors large appro- 
priations by Congress, and Virginia must 
have her share. He is the “‘friend of the cor- 
porations,”’ with the sinister implication that 
the phrase carries. A man of shrewdness 
and ability, he is not a man of cultivation— 
not a senator that Virginia has been proud of. 
On the other hand, Governor Montague stood 
for dignity and highmindedness—for the 
people as against the machine. Better schools 
and more of them; better roads and more of 
them; real supervision of the railroads; 
primary elections as nominating machinery— 
these are the tasks to which he has devoted 
himself during his term as governor. The 
difference between the temperaments, the 
characters and the meaning of the two men 
was sharply drawn and clearly understood- 
and the machine won at the polls. 

So far as this experiment goes, thercforc. 
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it shows that a _ well-organized political 
machine may capture a primary as it more 
easily captures a legislature. But no sweep- 
ing inference is warranted; for this was the 
first trial of the primary in the state, Senator 
Martin was uncommonly well entrenched in 
his organization, and public opinion in Vir- 
ginia has so long been machine led that, per- 
haps, it could not break away at once, even 
if it cared to. And it may be that public 
opinion there prefers ‘‘business’”’ politics. 
The question is yet open whether the popular 
election of United States senators would bring 
into office a better class of men than election 
by legislatures; but there is still reason to 
believe that it would. 


EDUCATING THE FILIPINOS AND—OURSELVES 


HE visit to the Philippines made by Sec- 
retary Taft and the party of senators, 
representatives and citizens who went with 
him (and a most admirably planned visit it 
was), served a double purpose: (1) The man 
who stands for American government in the 
minds of the people of the islands and who has 
their confidence carried a frank and encourag- 
ing message to them; and (2) American public 
men of all parties and previous conditions of 
error saw the people and heard both their com- 
plaints and their stories of progress and con- 
tentment. The main object of the visit was 
to keep the Administration in close touch with 
the islands and conditions there, but it was a 
journey of educational value both to the 
Philippine people and to American opinion. 

Secretary Taft frankly declared on several 
public occasions, in reply to more or less im- 
patient expressions by native speakers, that 
“the United States must maintain its su- 
premacy in the islands,” that “‘ nine-tenths of 
the Filipinos are incapable of self-govern- 
ment,” that ‘‘it is impossible to hope that they 
will develop [to that point] within a genera- 
tion,” and “that it will probabiy be several 
generations before they are capable of inde- 
pendence.”” He pledged his word that a 
popular assembly should be permitted as soon 
as all disorder has disappeared. 

There is no equivocation in this. The 
people of the islands now understand our 
policy and purpose with perfect clearness, 
even if they had not understood it before. 

The evidence gathered by the Secretary and 
his party of a growing contentment and of 
the success of our control included such facts 
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as these: The insular government spends 25 
per cent. of its revenue on schools, and 263,000 
native pupils (nearly 20 per cent.) now recite 
in English (it is a necessity and not a mere 
sentiment that compels the teaching of Eng- 
lish, for the natives now have no common 
language); we are rebuilding Manila, as was 
shown in the last number of this magazine; 
the Government has begun railroad con- 
struction; the exclusion of Chinese labor has 
brought one result that nobody dared hope for 
—the making of an efficient laborer of the 
Filipino himself; the (Catholic) Archbishop 
of Manila declared that “one of the brightest 
chapters of history will be the story of Amer- 
ican success in the Philippines. I will live 
here and die here,” he said, ‘seeing the 
glorious development under the American 
administration,” and he is the spiritual father 
of 6,000,000 natives. 

The two grave causes of complaint are the 
internal-revenue taxes and the tariff. One hope 
built on this visit by a group of senators and 
representatives, is that Congress will abolish 
our tariff on Philippine products, except 
sugar and tobacco, and that they will reduce 
the rates on these and abolish them wholly 
when (in 1909) our treaty with Spain shall no 
longer compel us to give the Spaniards the 
same privileges of trade that we enjoy. 

The problem is a knotty one yet; but, in 
our effort to solve it, we have come to a period 
of complete frankness with our wards; and, 
if our public men of all opinions and parties 
continue to visit the island, we shall soon pass 
the period of partisan misrepresentation of 
Philippine conditions. 

It is worth while to remark that Secretary 
Taft, by his frankness, his continued devotion 
to the subject, and his large view of our duty, 
has made for himself an historic place among 
great colonial administrators. 


CAN A PRESIDENT KNOW POETRY? 


RESIDENT ROOSEVELT lately pub- 
lished in The Outlook a word of enthusi- 
astic praise of a poet—Mr. Edward A. Robin- 
son, whose verse had not before won a wide 
popularity, and the critics at once rose up to 
say that he had exercised his versatility 
once too often. For what can a president 
know about poetry? With a true craft spirit 
the critics resented a non-union judgment. 
This incident 1s interesting and suggestive. 
Whether the President’s judgment be good 
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or bad, he did a good deed to print it. For couragingly little. Yet any cultivated man 
you may go through American life, along who takes the little time and does himself 
its lanes of leisure, in its academic places, the great pleasure to read the books of verses 
in its clubs of men or women, in its book- by American poets that come out every year, 
shops, in its publishing houses, in its most as the President evidently does, will find 
cultivated society or in its society that much that is graceful and pleasing, to say 
affects cultivation, and how often do you nothing more for it; and very much more 
see a volume of new verse or do you hear a_ could be said for muchof it. The minor poets 
word of appreciation of our poets? The have doubtless always had a hard task to 
magazines fill out the bottoms of their pages make the world stop long enough to read 
with verses; the newspapers maintain dog- them. But fortunately they have kept at 
gerel writers on current topics; the literary work, for they have a better incentive than 
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MAP SHOWING THE GENERAL DISPOSITION OF THE TERRITORY IN THE FAR EAST AS MADE BY THE 
PEACE OF PORTSMOUTH 


journals perfunctorily tell of the appearance recognition (pleasant as appreciative recog- 
of a new volume by Mrs. Helen Hay Whitney nition is). And, when a man—as a mere 
or by Mr. Gilder or by Mr. Carman, and a_ man or president, and not as a professional 
minor publishing house sends forth their critic—rises and says, “This is poetry and I 
volumes in boards now and then. But we like it,” he shows a rightmindedness that 
remain haughtily superior to our poets or makes the world a better place to work in for 
prosaically indifferent to them. all kinds of sincere folks, whether they be 

Meantime the supposition on which the poets or not. For so long as the world 1s 
critics go is a fallacy—that the contempo- filled with persons who prefer to scoff rather 
raneous poets are neglected because we read than to read, so long shall we neglect and miss 
the greater poets who are dead. There is the cultivating influences of the highest of the 
little evidence to support this theory—dis- arts. The man who doesn’t read the minor 

















living poets—scratch him and you'll probably 
find a Tartar who doesn’t read any poetry. 


THE CHILDLESS WOMEN OF CITIES 


HE only definite study of the birth rate 
in the United States that covers our 
whole territory and a considerable period of 
time is published in a recent bulletin of the 
Census Bureau, and we now have facts that 
may be used as a basis of intelligent discussion. 
At the beginning of the nineteenth century 
children under ten made up a third of the 
population, and at the end of the century 
they made up less than a fourth. But there 
is another cause of this change of proportion 
besides the diminishing birth rate, namely, 
the lengthening of the average of life. 

In 1860, for every thousand possible 
mothers (women between fifteen and forty- 
nine), the number of children less than five 
years old was 634; in 1900 it was 474. Thus 
this proportion was only three-fourths as 
great at the end of the century as it was forty 
years before. This comparison more clearly 
proves a general decline in the birth rate than 
any other calculation. It is shown, too, that 
in 1900 for every thousand possible mothers 
of foreign birth there were 710 children less 
than five years old, whereas for every thou- 
sand possible mothers of native birth there 
were only 462 children. Since the propor- 
tion of the foreign-born among us has steadily 
increased, “‘race suicide’ must clearly be laid 
at the doors of the native women. And the 
decreasing native birth rate was in the cities. 

Thus three facts seem to be made clear— 
that there is a total diminishing birth rate; 
that the falling off is larger among native 
than among foreign-born women; and that it 
is among the urban and not among the rural 
population. These facts agree with the con- 
clusions that had been drawn from less com- 
prehensive and less thorough studies. There 
is no cause for alarm, such as the French have. 
But we are proving what the populations of 
most other countries have proved—that with 
the increase of luxury and of the cost of 
living, and with an increasing complexity of 
social life, women shrink from motherhood 
more than they do under simpler conditions. 


MUCH TAUGHT, CHIEFLY BY WOMEN 


HE Census Bureau has issued a bulletin 
about teachers, too, which shows at 
least one interesting and somewhat surprising 
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fact—that the proportion of teachers to those 
of teachable age has almost doubled during 
the last thirty years. In 1870, for every 
10,000 persons between five and twenty-five 
years of age there were seventy-three teach- 
ers; in 1900 there were 140. In 1870 there 
was one teacher for every 137 possible pupils; 
in 1900 there was one to every seventy-one. 
In this enumeration, of course, teachers of all 
sorts and of all grades are included. 

This increase of activity in formal instruc- 
tion means both that the teachers were ridicu- 
lously few thirty years ago and that since 
then we have had an extension of educational 
work which is perhaps without parallel except 
in the German Empire. Thirty years ago we 
had what may be called “regular” schools, 
from primary to college. Now the number 
of these has been enormously increased, and 
we have special schools also for every 
branch of art and science and trade. We 
have outstripped the Germans in the pro- 
portion of teachers to those of teachable age. 

And the proportion of women teachers has 
steadily increased, and a larger proportion 
of our teachers are women than in any other 
country. In 1880 it was 68 per cent.; in 
1890, 71 per cent.; in 1900, 73 per cent.; and 
in the larger cities 80 per cent. 

Ill or well, we are taught in great numbers, 
and more and more by the sex that rocks the 
cradle, but not by the same hands, for most 
of our teachers are spinsters. The ever- 
increasing number of women in the school- 
room is the fact that provokes controversy. 
The fact that provokes gratitude is that we 
are doing so much more to train the young 
than our fathers did. 


A CORRECTION 


N page 6765 of this magazine,in Professor 
Ripley’s article on ‘‘ Great Changes in 

the Railroad Problem,’’ where it reads that 
the rate of growth of the freight service on 
American railroads surpassed the increase in 
population ‘‘ seven or eight times,’’ it should 
read ‘‘ almost five times.’”’ And where the 
increase in the net income available for divi- 
dends is given as ‘‘ 250 per cent.; namely 
from one hundred and one millions in 1889 
to three hundred and fifty-seven millions in 
1903,” it should be given as “‘ 150 per cent. ; 
from one hundred and one millions in 1889 
to two hundred and fifty-seven millions in 


1903.” 











THE SAD STORY OF 
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(THe Wortp’s Work publishes every month an article in which some timely and vital subject of the financial world 
is taken up] 


E‘’ERAL recent incidents illustrate 
clearly the evil that was done in the 
floating of industrial companies during 

the so-called ‘“‘merger period,” from 1897 to 
1902. With a few exceptions, the combines 
created in this period were very badly over- 
capitalized. In some instances the amount 
of stocks and bonds issued was five times the 
value of the properties combined. 

The most recent reminders of the activities 
of this “‘merger’’ period are the decision of the 
directors of the National Enameling and 
Stamping Company not to pay the common 
dividend this year, the formation of a com- 
mittee to investigate the causes of the trouble 
in the Corn Products Company, and the filing 
of a decree to sell under foreclosure the prop- 
erty of the Standard Rope and Twine Com- 
pany. All these companies were created in 
the ‘“‘boom period.” Following is a table of 
a part of the great combines which have, since 
1902, either decreased or passed their divi- 
dends, or have fallen into deeper trouble. 
The phrase “passed dividend’’ means, of 
course, that the dividend was not paid. 


““COMBINES”’’ THAT HAVE FALLEN SHORT 
When 
Company Capital Formed Disaster 


Allis-Chalmers....... $ 20,070,000 ro0r Passed dividend 


Amalgamated Copper 153,888,000 1899 Reduced dividend 
American Car and = 
nN EET Ee 60,000,000 1899 Passed dividend 


1898 
1807 


American Linseed Oil 
American Malting Co. 


33,500,000 


Passed dividend 
27,940,000 * 


Corn Products... 72,505,300 1902 Passed dividend 
Consolidated Lake Su- 

perior.. 102,522,400 1897 Receivership 
General Chemic al. 17,410,300 1899 Passed dividend 
International Steam 

Pump.. 21,112,500 1899 Passed dividend 
International Paper . ‘ 55,000,000 1898 Passed dividend 


Default in interest 
Passed dividend 


International Salt.. 
Pressed Steel Car.... 


IQOI 
1899 


30,000,000 
25,000,000 


Republic Iron & Steel 47,607,900 1899 Passed dividend 
Standard Rope - 
Twine. 14,700,860 1896 Receivership 


U.S. Shipbuilding .. 

r. E Steel Corpora- 

U. ‘s "Realty and’ Con- 
struction...... a” 


Receivershipt 


Passed dividend 


45,000,000 1902 


868,583,600 1901 


Reorganized after 
default 


60,109,000 1902 


*The directors were compelled to pay back $340,000 cash and 
$1,000,000 of stock to settle suits for unearned dividends, March, 
1905. 

tHad also $33,351,000 bonds, which defaulted. 





These facts and figures are but an outline 
of the most terrific story of financial debauch, 
perhaps, that has ever been written in any 
language. It reeks with crime. Perjury by 
bankers, by promoters and by officers of com- 
panies, double dealing in high places, and a 
hundred other crimes were committed in the 
formation of some of these combinations, to 
say nothing of industrial murder. 

The companies in this list are selected from 
many. The great collapses in Colorado Fuel 
and Iron, Dominion Coal, National Asphalt, 
American Grass Twine, Virginia-Carolina 
Chemical and dozens of other well-known cor- 
porations are omitted. Yet this slight record 
marks disaster in almost every line of industry. 
The list begins with the Allis-Chalmers Com- 
pany, which manufactures heavy machinery of 
all kinds, and ends with the so-called ‘‘ Build- 
ing Trust.’”” One might suppose from the 
tables that the manufacture of machinery, 
ships, cars, chemicals, pumps, paper, salt, 
malt, oils, steel and iron and rope had had a 
period of depression. 

But that is not true. Trade records since 
1897 show that it is not true. In every single 
line of industry the country has made great, 
in fact phenomenal, advances in the past eight 
years. Why, then, have so many of the great 
trusts fallen upon hard times? 

The answer is short. It is because the 
creators of these trusts made them for market 
profit rather than for industrial development; 
because they made and sold billions of stocks 
and bonds where they should have made and 
sold only millions; because, to induce the 
public to buy these inflated financial bubbles, 
they made these combines pay dividends 
that they could not properly afford to pay; 
and, finally, because there came at last a time 
in which the people refused to buy these 
stocks and bonds, and, frightened almost into 
panic, hurled them back into the Wall Street 

market regardless of the consequences. 

This financial debauch was the culmination 














THE SAD STORY OF 


of ‘‘the McKinley boom.”” Drunk with suc- 
cess, rich in the market profits of the late go’s, 
the financiers of Wall Street cast covetous 
eyes upon the prosperous mines, manufactur- 
ing plants and industries of the country. 
The process of formation and “flotation”’ is 
now too well understood to need much com- 
ment. But many details are not understood. 
Why did the United States Steel Corporation 
pay 4 per cent. dividends on its common stock 
soon after its flotation? Why did the Consoli- 
dated Lake Superior Company pay out nearly 
$2,000,000 a year on its preferred stock when 
every dollar spent was, as it were, a drop of its 
life blood? Why did nearly every corpora- 
tion in the list pay dividends that it could not 
afford to pay? 

First, because the bankers, promoters, 
financiers, directors and officers of these com- 
panies had in their banks millions of these 
shares, and the public would pay higher prices 
for them with dividends than without them. 
The higher the dividend the higher the price. 

Second, because in many instances the 
companies needed credit badly, and credit, 
for the time being, grew with the dividends. 

Third, because in some few instances the 
manufacturers who sold plants to these trusts 
took stocks in return, on condition that these 
stocks paid dividends. 

That the directors of the United States 
Steel Corporation should never have declared 
a common dividend is now obvious. That 
the Amalgamated Copper Company, the Corn 
Products Company, the Consolidated Lake 
Superior Company, the Republic Iron and 
Steel Company and many other corporations 
voted dividends for the sole purpose of helping 
the ‘‘inside’’ to sell stocks is well known. By 
so doing these companies drew down their 
“working capital’’ until, in the crisis, they 
were compelled to stop the dividends, and in 
many cases to borrow money for carrying on 
the business. 

Possibly the most terrible object lesson of 
all is the Consolidated Lake Superior Com- 
pany. It was based upon the dream of 
Francis H. Clergue, a promoter, who helped 
to build up a huge mining, manufacturing 
and shipping trust at Sault Ste. Marie. It 
was modestly capitalized at more than 
$100,000,000, of which about $28,000,000 
was 7 per cent. preferred stock. They sold 
the stocks in Philadelphia and Toronto. 
They issued annual reports, telling of great 
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mines, plants, and the like. Parties, per- 
sonally conducted, visited the place, were 
wined and dined by Mr. Clergue, and came 
back to tell of the wonderful prospects of the 
company. In April, 1902, the preferred stock 
sold at 804 and the common at 36. Soon after- 
ward the working capital ran low. The divi- 
dends on the preferred stock had simply ab- 
sorbed all the company’s cash. The company 
borrowed about $6,000,000 from Messrs. Speyer 
& Co. on notes. When the notes came due it 
had no funds to meet them. Dividends were 
passed. By December, 1902, less than nine 
months after the stocks had sold at 80} and 
36, the same stocks were tossed. about the 
markets at 33 and 6. The company went into 
the hands of receivers, and the entire assets, 
upon which more than $102,000,000 of stock 
had been sold, were bought in at the sale for 
less than $10,000,000. Yet men of. inter- 
national reputation and known integrity had 
been induced to become directors. On their 
names and fame the corporation and its 
hangers-on sold their stock to the public. It 
is no wonder that even yet the industrial cor- 
porations of the United States stand in the 
world’s markets in evil repute. 

In contrast with the policy of the railroads 
in industrial companies mystery was con- 
sidered an asset. They regularly made the 
excuse that ‘publicity’? would injure them 
by telling competitors exactly what they were 
doing. Some few corporations, notably the 
United States Steel Corporation, have issued 
quarterly statements of net earnings, but this 
is a remarkable exception to the rule. 

In the appraisal of the industrial stocks and 
bonds none outside a corporation, and very 
few inside it, know the exact value of the 
plants and properties included in it. More 
than forty companies, large and small, were 
combined to make the United States Steel 
Corporation. On almost all of them the sellers 
made handsome profits when they sold to the 
combines. Half a dozen people made for- 
tunes out of the sale of the American Bridge 
Company. The Moore Brothers, now owners 
of the Rock Island System, made the fortunes 
with which they bought this railroad by selling 
their steel plants to the same corporation. 
The task of appraising an industrial property 
at its intrinsic value is an impossible one, and 
for an outsider the appraisal of the promoters 
and officials, as set forth in the annual reports, 
must be accepted. This remark applies with 
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even greater force to most of the other com- 
bines created in the ‘boom period.’’ They 
paid many times what the properties that 
they bought were worth. 

Many startling incidents have marked the 
history of this past eight years of industrial 
flotation and collapse. The career of the 
Colorado Fuel and Iron Company has been 
spectacular. In 1go1, in the great boom, 
Mr. John W. Gates and his friends carried on 
a great speculation in this stock, sending the 
price up to $136 per share. In 1903 it 
dropped below $25 per share, and the com- 
pany has since been reorganized in order to 
pay off a floating debt contracted through 
paying dividends. It turned out that the debt 
was held by Messrs. Rockefeller and George J. 
Gould, who now control the company. 

These things illustrate another of the prin- 
cipal causes of trouble in the “industrials.” 
They do not publish reports that are either 
intelligible or intelligent. No stockholder of 
the American Sugar Refining Company, for 
instance, can take the annual report and find 
out from it very much about the company. 
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The “balance sheet,’’ which is supposed to 
present a general view of the financial con- 
dition, conceals it perfectly. The company 
puts in its “good will,’ its trade secrets, 
recipes, patents, etc., at a great value, but no 
one who reads the report can find a single clue 
to this valuation. The prospectuses put out 
by the companies at “flotation” generally put 
great stress upon the prospects and hopes, but 
pass over with slight comment the difficulties. 
Almost all the literature issued by the pro- 
moters and bankers of these corporations is 
distinctly in the class of ‘‘special pleas.” 

The lesson of these years has cost the stock- 
buying public many hundreds of millions of 
dollars. The financiers, the greatest in Amer- 
ica, who made these trusts, have suffered dis- 
repute at home and abroad. One of the 
greatest of them all—perhaps the greatest— 
is reported to have taken up and paid cash 
for every dollar of his firm’s paper in Europe 
because the great banks of England quoted it 
at a discount. The lesson of John Law, who 
blew the ‘Mississippi Bubble,’ has come 
home at last to uur great financiers. 
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THE SEVENTY-SIX MEN WHO MAKE UP THE “BUSINESS SENATE” OF THE UNITED STATES 
—WHAT THEY CONTROL—THEIR CLIQUES AND PARTIES—IS THEIR POWER DECLINING? 


BY 


SERENO S. PRATT 


ASSOCIATE EDITOR OF THE WALL STREET JOURNAL 


EARLY a century ago Fourier pre- 
N dicted that, by the organization of 
the commercial classes into federal 
companies or affiliated monopolies, there 
would be developed a commercial feudalism 
which would become master of the productive 
industry of all the nations. 

This prediction has for a number of years 
been on the way to fulfilment. Already in 
this country one-fifth of the estimated wealth 
is represented by the capitalization of the 
trusts. As one-third of the capital stock held 


in block is sufficient to control a company 
if the rest of the stock is widely distributed, 
so the highly concentrated trust power may 
be said to control the business of America. 





This power is an oligarchy. In outward 
form, however, nothing could be more truly 
republican than the stock company. Uni- 
versal suffrage prevails. There is not even 
any sex limitation.. Every stockholder, man 
or woman, votes according to the number of 
shares owned. The stockholders elect a legis- 
lative assembly, called, usually, a board of 
directors, to represent them. Then there is 
an executive department headed by a pres- 
ident, as in the Government of the United 
States at Washington. The President is 
guided in his actions by a _ cabinet— 
the executive committee in the case of a 
company. 

In practical operation, however, the stock 
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company is subject to autocratic or oligarchi- 
cal control. The stockholders do not vote— 
‘they sign proxies which are held by the 
powers that be. Many of the directors are 
mere dummies, or fillers-in, or salaried officials, 
or representatives of dominant interests that 
may not always appear openly. 

The power is commonly exercised either 
by one man or by an executive committee 
composed of those who, by ownership or 
manipulation, are able to control. It is not 
difficult for a small group of financiers: to 
dominate properties worth billions of dollars 
belonging to thousands of investors, who have 
really no voice in their management. This 
power of control may occasionally be il 
the stockholders may revolt, or rival capital- 
ists buy in, but in general it can be perpet- 
uated. There has thus been developed what 
may be termed “the divine right” of high 
finance to rule. 


THE OLIGARCHY LIKE THE SENATE 


There is no branch of the Republic of the 
United States which the oligarchy of business 
more closely resembles than the American 
Senate. Both the Senate and a company’s 
board of directors are elected, but under con- 
ditions which have become far from demo- 
cratic. The Senate’s membership in large 
part is the result of combined political and 
commercial manipulation. The board of di- 
rectors, like the Senate, unites executive and 
legislative and even judicial functions. It is 
customary to divide directors as Senators of 
the United States are divided, into classes, so 
that the terms of only one-third of the mem- 
bers expire in any one year—a device that 
serves to perpetuate power. Like the Senate, 
directors can meet behind closed docrs in 
executive session and give out no report of 
debates. 

The directors of a great corporation may 
therefore be likened to the senate of a state— 
and there are corporations which are more 
powerful than any state—while the capital- 
ists, bankers and captains of industry who 
create the communities of interest may be 
properly compared with the Senate of the 
United States. 

It becomes important to know who con- 
stitute this Senate of American Business. 
This may seem to be an easy matter to deter- 
mine. So it is, at the start, for there are some 
names which every one recognizes as belong- 


6705 


ing to it. But outside these, there are many 
whom it is difficult to place definitely. 

No one will dispute the right of Mr. John 
D. Rockefeller, as our richest and most power- 
ful capitalist, and the inventor of “finan- 
cial concentration,” to a high seat in the 
senate. Indeed he should be named as 
chairman of its committee on foreign rela- 
tions, a position for which he is eminently 
qualified, as the interests of the Standard 
Oil encircle the globe, and its agents in every 
land, more acute and enterprising than our 
consuls, are able to keep Mr. Rockefeller 
better informed than perhaps the State 
Department itself. : 

There will be equal recognition of the right 
of Mr. J. Pierpont Morgan arid of the seven 
other capitalists who control two-thirds of 
the mileage and $9,000,000,000 of the $13,- 
000,000,000 of capitalization of American 
railroads, to seats in this supreme chamber of 
business. Besides Mr. Morgan, these are 
Messrs. A. J. Cassatt, James J. Hill, E. H. 
Harriman, George J. Gould, W. K. Vanderbilt, 
W. H. Moore and William Rockefeller. They 
control the coal trade also, and their influence 
extends over the express companies and 
through many industrial corporations. As 
masters of the railroads, they have a taxing 
power—if the price charged for transporta- 
tion may be so termed—equal to the taxing 
power of Congress, and the gross income of 
the railroads is nearly $2,000,000,000 a year 
as compared with the Federal Government’s 
revenue of about $700,000,000. 


OLIGARCHS IN EVERY GREAT BUSINESS 


Next on the list must be placed a group of 
powerful bankers, including besides Mr. Mor- 
gan, Mr. Jacob H. Schiff and Mr. James 
Speyer, who head the great international 
banking houses of J. P. Morgan & Co., Kuhn, 
Loeb & Co. and Speyer & Co. In their com- 
pany must be named Mr. James Stillman, 
president of the National City Bank, and 
Mr. George F. Baker, president of the First 
National Bank of New York, these being 
two of the three largest banks of the country, 
and dominant in the two most powerful 
“chains”’ of banking institutions. 

In close proximity to these should be 
placed the heads of the two greatest insurance 
companies, Mr. R. A. McCurdy of the Mutual, 
and Mr. John A. McCall of the New York, 
whose combined assets are $830,000,000, 
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Mr. Thomas F. Ryan would have gone on 
the list on account of his other interests, but 
having purchased a majority of the stock of 
the Equitable, it seems proper to name him 
here also for this reason. There are other 
life insurance men, Mr. John R. Hegeman, 
president of the Metropolitan; Mr. J. F. 
Dryden, president of the Prudential and 
United States Senator from New Jersey, and 
Mr. S. R. Shipley, president of the Provident 
Life & Trust, who not only because of their 
direction of the assets and investments of 
these companies, but also on account of their 
affiliations with other interests, should go on 
the list. 

Two of the Standard Oil directors have 
already been named, but there is a third 
who has scarcely a lower rank, namely 
Mr. H. H. Rogers, one of the master minds 
in American business. It might not be 
improper to describe him as chairman of 
the ‘steering committee’”’ of the senate. 
Every Standard Oil man is a financial 
power, and Mr. Oliver H. Payne and Mr. 
Henry M. Flagler deserve the senatorial 
rank given to the others. 

High up on the roll should be placed Mr. 
Marshall Field, of Chicago, the first merchant 
of the United States, but powerful also for 
his investments in securities and real estate 
and his membership of leading boards of 
directors. Mr. Henry C. Frick, of Pittsburg, 
is another business man of the same unques- 
tioned rank. Mr. E. H. Gary, chairman of 
the executive committee of the United States 
Steel Corporation; Mr. John Jacob Astor, the 
tichest owner of urban real estate and director 
of sixteen important corporations; Mr. J. O. 
Armour, head of the beef trust which controls 
one-half of the packing, and the affiliated, 
trades of the country; Mr. Henry Walters, 
powerful in Southern railroads and other 
financial interests, and Senator W. A. Clark, 
prominent in the mining world and chief 
owner of the new line of railroad between 
Salt Lake City and Los Angeles, go naturally 
upon the list. 

Then there is a group of traction magnates 
who must be named. These include, besides 
Mr. Thomas F. Ryan already named, Mr. 
August Belmont, who is also distinguished as 
the American representative of the Roths- 
childs; Mr. P. A. B. Widener, of Philadelphia, 
Mr. E. F. C. Young, of New Jersey, and Mr. 
Anthony N. Brady. Next comes a group of 
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great merchants who are prominent in the 
control of banks and corporations, Mr. John 
Claflin, Ex-Secretary Cornelius N. Bliss and 
Mr. A. D. Juilliard. Mr. H. O. Havemeyer, 
head of the sugar trust; Mr. James N. Jarvie, 
the coffee merchant; Mr. F. W. Vandertilt, 
director in no less than forty-four companies; 
Mr. Oliver Ames, Mr. T. Jefferson Coolidge 
and Mr. Nathaniel Thayer, of Boston, al! 
three connected with many powerful corpora- 
tions; Mr. E. J. Berwind, influential in coal 
and other lines; Mr. Edwin Hawley, director 
of railroads, Mr. C. A. Griscom, of the Inter- 
national Mercantile Marine, and Mr. Norman 
B. Ream, belong with more or less certainty 
to the list. 

Now comes a group of veterans, partially 
retired from business, but still active and 
powerful, and directors in a multitude of cor- 
porations: Mr. Russell Sage, who in spite of 
his age is a factor in the money market and 
commands more cash than any other man; 
Mr. D. O. Mills; Mr. Samuel Sloan, once pres- 
ident of the Lackawanna, now director oi 
thirty-one banks and companies; Mr. Levi 
P. Morton, who has converted his great bank- 
ing house into a trust company of which he is 
the president, and Mr. John S. Kennedy, 
closely affiliated with Mr. James J. Hill’s 
interests. Mr. Daniel G. Reid of the Rock 
Island group and also one of the United States 
Steel executive committee may likewise be 
named. Mr. Adrian Iselin; Mr. Charles 
Lanier; Mr. Daniel O’Day, of the Standard 
Oil Company; Senator Crane, who is prom- 
inent in Massachusetts business enterprises; 
Mr. P. A. Valentine, of the beef combine; 
Mr. John H. Converse, of the Baldwin Loco- 
motive Works; Mr. C. W. Morse, chief owner 
of ‘“‘the Morse chain of Banks’’; Mr. Thomes 
Dolan, prominent in gas and traction intcr- 
ests; Mr. James B. Duke, the tobacco man, 
and Mr. James C. Fargo, head of the American 
Express, may for considerations of various 
weight be given seats in the Senate of Busi- 
ness. 

It would be proper also to name Mr. George 
W. Perkins, not only because he is Mr. Mor- 
gan’s partner, but also because he is chairman 
of the finance committee of the billion-dollar 
Steel Corporation and vice-president of the 
New York Life Insurance Company. There 
is a group of Chicago bankers closely identi- 
fied with important interests who may belong 
on the list. These are Mr. J. J. Mitchell, 
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president of the Illinois Trust and Savings 
Bank; Mr. James B. Forgan, president of 
the First National Bank; ex-Comptroller 
James H. Eckels, president of the Commer- 
cial Bank, and ex-Comptroller Charles G. 
Dawes, president of the Central Trust Com- 
pany and affiliated with the beef-trust power. 
Perhaps Mr. A. E. Orr, not only as director 
of many corporations, but also as president of 
the New York Rapid Transit Commission, a 
dictator in traction matters, should be 
included. Mr. H. McK. Twombly of the 
Vanderbilt group is director in forty-nine 
companies and is also accepted. Senator 
Chauncey M. Depew is more the agent or 
attorney of financial powers than a financial 
power himself; but, since he holds seventy- 
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JOHN S. KENNEDY A. D. JUILLIARD 
An important member of the New York dry goods merchant 
ill group with many interests 


four directorships, he may be taken as a 
representative of the corporations. Although 
Mr. Morris K. Jesup has retired from active 
business, he is one of our rich capitalists, 
and as president of the Chamber of Commerce 
he exercises a wide influence, and may be 
named as a ‘‘Senator.’’ For similar reasons, 
the name of Mr. Dumont Clarke, president 
of the Bank Clearing House and of a great 
bank, the American Exchange, and a director 
of twenty-four companies, is selected. Mr. 
C. H. Mackay, as the inheritor of his father’s 
large fortune and controlling interest in the 
Commercial Cable, also goes on the list. 
Although Mr. Charles M. Schwab is no longer 
president of the Steel Corporation, he has big 
interests in the iron and steel trade and may 
be counted among the powers. Mr. E. C. 





Simmons, of St. Louis, probably the largest 
hardware merchant in the world, may for 
that and other reasons be included. Perhaps 
also ex-Secretary Paul Morton, as the new 
head of the Equitable with its $411,000,000 of 
assets, deserves a place here, although he has 
not yet measured quite up to the high standard 
of independent financial power. A few weeks 
ago Mr. James H. Hyde would have been 
chosen without question, but he must now be 
eliminated. Mr. Andrew Carnegie, although 
the second richest man in the United States, 
is omitted because he has completely retired 
from business, not even serving as director of 
important companies. 

There are, all told, seventy-six names on 
the roll: 
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SENATOR J. F. DRYDEN CORNELIUS N. BLISS 


President of the Prudential Life Partner in the great dry goods 
Insurance Company house of Bliss, Fabyan & Co. 


THE MEMBERS OF THE SENATE 
John Jacob Astor J. O. Armour 
George F. Baker Oliver Ames 
A. N. Brady August Belmont 
E. J. Berwind Cornelius N. Bliss 
W. A. Clark A. J. Cassatt 
W. M. Crane John Claflin 
John H. Converse T. Jefferson Coolidge 
J. F. Dryden Dumont Clarke 
Charles G. Dawes Thomas Dolan 
James H. Eckels Chauncey M. Depew 
Marshall Field James B. Duke 
Henry C. Frick Henry M. Flagler 
James B. Forgan James C. Fargo 
George J. Gould E. H. Gary 
James J. Hill 0. A. Griscom 
E. H. Harriman John R. Hegeman 
tdwin Hawley H. O. Havemeyer 
Adrian Iselin A. D. Juilliard 
James N. Jarvie John S. Kennedy 












Railroad lines 


Morris K. Jesup 

J. Pierpont Morgan 
R. A. McCurdy 
Levi P. Morton 

C. H. Mackay 

C. W. Morse 

A. E. Orr 

Oliver H. Payne 
John D. Rockefeller 
H. H. Rogers 
Norman B. Ream 
Jacob H. Schiff 
James Speyer 
Russell Sage 
Charles M. Schwab 
Nathaniel Thayer 
W. K. Vanderbilt 
P. A. Valentine 
Henry Walters 
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W. K. VANDERBILT 


Head of the New York Central 





Photographed by Aimé Dupont 
JACOB H. SCHIFF 
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JAMES SPEYER 


Head of the great banking house of 


Speyer & Company 


Charles Lanier 

W. H. Moore 
John A. McCall 

J. J. Mitchell 
Paul Morton 

D. O. Mills 
Daniel O’Day 
George W. Perkins 
William Rockefeller 
Thomas F. Ryan 
Daniel G. Reid 
James Stillman 

S. R. Shipley 
Samuel Sloan 

E. C. Simmons 

H. McK. Twombly 
F. W. Vanderbilt 
P. A. B. Widener 
E. F. C. Young 
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MORRIS K. JESUP ALEXANDER E. ORR 


-President of the New York A leading spirit in many diversified 
Chamber of Commerce activities 


These are our business rulers, the men 
whom we have by our proxies, as stock- 
holders, elected as the trustees of our proper- 
ties. They have acquired practically an 
oligarchical power. Possibly there are sev 
eral names on this roll that a more discrim- 
inating judgment would reject. Probably 
there are ten or fifteen more names which 
should be included. At least fifty of the 
names cannot be questioned; and of the list 
as a whole, it may be said that it is fairly 
representative of the corporation power of 
the United States. The selections have been 
made of men identified with the control of 
business through companies, and the seventy- 
six hold an aggregate of about 1,600 director- 
ships. The United States Census Bureau is 
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H. McK. TWOMBLY 


The active member of Kuhn, Loeb One of the leading capitalists of Of the Vanderbilt group of capi- President of the Central Trust 


& Company, bankers 


hicago 


talists Company, Chicago 
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DUMONT CLARKE 


President of the New York 
Clearing House 


SENATOR W. M. CRANE 


Active in Massachusetts business 
enterprises 


now undertaking an enumeration of the stock 
companies, and until that appears it would be 
idle to hazard an estimate of their total cap- 
italization. It is certain, however, that that 
capitalization stands for the most important, 
the dominant, part of our national wealth. 
Mr. John Moody estimates that the trust 
power of the United States is $20, 379,000,000. 
These men control that power and more. 
They are also the dominant influence in the 
banks and trust companies having deposits 
of $10,000,000,000 and a capital investment 
of $2,750,000,000. An analysis of their power 


will show that fully one hundred of the great- 
est railroad, industrial and banking corpora- 
tions, with a capitalization equal to more than 
one-fifth of the nation’s wealth, are controlled 
by them. 


Here are the more important of 





\ 
\ 





Photographed by Elmer Chickering 


6709 


After the portrait by V. Krumhaar 


E. H. HARRIMAN 
Railroad overlord of the West and 
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Head of a great wholesale dry 


the 


goods house 


Southwest 


“interests’’ which they either control or 
in which they are very influential: 


sc 


” 


“INTERESTS” THE ‘“‘SENATE’’ CONTROLS 
Banking Railroads 
Iron and Steel Telegraph 
Coal Cable 
Gas Telephone 
Electric Light Traction 
Shipping Express 
Oil Mining 
Beef Sugar 
Insurance Tobacco 
Copper Coffee 
Cotton Wool 
Hardware Machinery 
Real Estate Building 
Dry Goods Paper 


Agricultural Implements 
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Food Products 
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DANIEL O’DAY 


A member of the ‘ Standard Oil 
roup”’ 


T. JEFFERSON COOLIDGE 


Massachusetts financier and 
manufacturer 


J. J. ASTOR 


F. W. VANDERBILT 


Director in forty-four companies 
including many railroads 


The owner of much valuable urban 
real estate 
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The new President of the Equit- President of the Provident Life 
able Life Assurance Society & Trust Company, Philadelphia 


Since some corporations are now passing 
under review of the American people, and 
since President Roosevelt believes that there is 
no other subject of domestic concern of such 
far-reaching importance as their regulation by 
the Government in the interest of a square 
deal, it is right that we should get better 
acquainted with these Senators of Business. 


AGES OF THE ‘“‘SENATORS OF BUSINESS”’ 


The average age of ninety members of the 
United States Senate is a little less than sixty 
years. There are fourteen Senators whose 
ages average more than seventy-six. The 
average age of the men composing the Senate 
of Business is a trifle more than sixty years, 
and there are sixteen whose ages average 
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A leader in traction affairs in President of the United Gas Im- 
Philadelphia provement Co., Philadelphia 
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ANTHONY N. BRADY 


Head of the ‘‘ Sugar Trust,’’ the Organizer of street railway systems 
y' 
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American Sugar Refining Co. in various cities 

about eighty. Neither, therefore, has any 
great advantage over the other as regards 
age. While there are young men in both, 
both are really assemblies of old men. When 
it is recalled that Mr. Rockefeller is sixty-six 
and his brother sixty-four, that Mr. Morgan 
is sixty-eight, Mr. Cassatt sixty-six, Mr. Hill 
sixty-seven, Mr. Baker sixty-five, Mr. Field 
seventy and Mr. McCurdy seventy, it is plain 
that there must be many changes in the 
leadership of business before many years. 
Mr. Schiff, Mr. Stillman, Mr. Frick, Mr. Ryan. 
Judge Moore, Judge Gary, Mr. McCall, Mr, 
Belmont, Mr. Vanderbilt and Mr. Havemeyer 
are between fifty and sixty years. Mr. Gould 
is the youngest of the railroad eight, being 
forty-seven, just the age of Mr. Roosevelt. 
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President of the Niagara Falls Formerly president of the Lacka- 
Power Co. and other corporations wanna Railroad 
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RUSSELL SAGE JOHN D. ROCKEFELLER 


Who commands more = money ‘‘ The richest man in the world” 
than anv other capitalist and head oi Standard Oil group 


Mr. Astor, Mr. Armour, Mr. Speyer and Mr. 
Perkins are in the forties. 

The Senate of American Business is marked 
by personal antagonisms, and divided into 
parties, just as the Senate of the United 
States. Much has been said of the destruc- 
tion of competition; and it is true that, as 
financial concentration has taken place, the 
area of competition has been reduced, and 
thousands of small competitors have been 
wiped out. Moreover, there is a sort of 
“senatorial courtesy”? in big business which 
binds every member of the trust power 
together. The various “communities of inter- 
est’’ overlap each other. Nevertheless, there 
are divisions between them that result in 
what may be termed “big competition.” 
The battles between the contending parties 
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President of the National City 
Bank of New York 
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One of the original directors of the 
Standard Oil Company 
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THOMAS F. RYAN 


Traction magnate and possessor of 
stock control of the Equitable 
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AUGUST BELMONT 


representative of 
Rothschilds 


the 


at times shake the markets. The result of 
one battle may change the railroad map or 
revolutionize a great trade. One has only to 
mention the war between Mr. Morgan and 
Mr. Hill and Mr. Harriman and Mr. Schiff 
for the control of the Northern Pacific to 
indicate what this means. Another example 
is the war between Mr. Gould and the Penn- 
sylvania Railroad over Mr. Gould’s desire to 
extend his system to the Atlantic. “here is 
in this senate a Standard Oil party, a Morgan 
party, a Harriman party, a life insurance 
party, a Belmont party, a Ryan party, and 
soon. There is competition for the mastery 
of the transcontinental railroad situation, for 
the control of valuable traction franchises, 
and recently there has been a fierce battle 
over the Equitable Life Assurance Society. 
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The leader of the ‘‘ Rock Island” 


Organizer of a powerful chain of 
railroad group 


New York banks 
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JOHN A. McCALL 


President of the New York Life 
Insurance Company 


JAMES J. HILL 


Railroad overlord of the North- 
west 


Twentieth century competition is between 
multi-millions. The day of thousand-dollar 
competition has passed. 


SIGNS OF REACTION AND DECLINE 


There are signs that the Senate of American 
Business is on a decline. In this respect it 
again resembles the United States Senate. 
For a number of years the United States 
Senate has been steadily accumulating power, 
reducing the House of Representatives to a 
subordinate body and forcing the President 
to bow to its will. But there has been a revolt. 
Speaker Cannon is reasserting the old power 
of the House, and President Roosevelt and 
the people are now ranged against the Senate 
and the trusts, or to put it another way, 
against senatorial protection of such corpora- 
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JOHN R. HEGEMAN 


President of the Metropolitan 1 ife 
Insurance Company 
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Director in many concerns—chiefly 
steamship lines 


tion policies as seem opposed to the public 
interests. 

A similar tendency is apparent in the Senate 
of Business. Three or four years ago its 
authority was unchallenged and its members 
possessed a large degree of personal popular- 
ity. We were proud of our “captains of 
industry,” as we then called them. We 
identified their leadership with the tremendous 
uplift of American business, with the boom 
in the markets, with the expansion of com- 
merce. We were eager then to applaud their 
splendid ability and courage. But now! 
Prosperity still prevails, but the splendor of 
our material wealth no longer blinds our eyes. 

Great as have been their services to the 
country, they have failed to command the 
entire confidence of the people, and it is 
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Who has made the Pennsylvania 
Railroad a great traffic system 


Chairman of the Finance Com- 
mittee of the Steel Corporation 
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MARSHALL FIELD CHARLES M. SCHWAB 
‘“‘ The first merchant of the United Still powerful in the steel business 
States ” and other enterprises 
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NATHANIEL THAYER 


A leading figure in Boston finan- 
cial operations 


GEORGE J. GOULD 


Head of the Gould railroad system 
through inheritance 


useless to deny that there must be an adequate 
reason for this. Concentration once welcomed 
as a means of creating increased force with 
reduced friction is now feared as a power that 
threatens our liberties. High finance that 
once “moved with mysterious ways, its won- 
ders to perform”’ now stands revealed in some 
of its processes as strangely like graft, lawless- 
ness and gross manipulation. Its triumphs 
have certainly been accompanied with so 
much over-capitalization, so many specula- 
tive schemes, secret rebates and evasions of 
law as to create a feeling of resentment. This 
has gone so far, indeed, that we are in some 
danger of exaggerating the evils and under- 
estimating the services it has performed. 

The corporation system which these great 
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“ Financial agent’? with seventy- 
four directorships 
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Owner of rich copper properties in 
Monian. and Arizona 
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EDWIN HAWLEY H. H. ROGERS 


“One of the master minds of 
’ 


companies American business’ 


men represent is still on trial. It has passed 
triumphantly the test of economic efficiency, 
but has somehow failed on + 2 ethical side. 
The scheme of “‘trusteeing’ wealth in great 
companies, controlled by .. few men for the 
benefit of the many, is magnificent, provia7d 


_ the men can be found to act as trustees with 


entire faithfulness. The most striking evil 
in the business world, to-day, is the fact 
that directors do not direct, and that 
salaried managers are not content with 
their salaries, but use their positions for 
profits which the stockholders do _ not 
share, and which are often opposed to their 
interests. The average stockholder is in- 
different, save only as regards dividends; and, 
as long as they are secured, he pays little 
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International banker and organizer 
of industries 
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Of Burnham, Williams & Co., 
of the Baldwin Lucomotive Works 
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Head of the ‘‘Beef Trust 
leading packet 


* and the 


attention to what the directors 
may do, or to the methods of 
graft, oppression and wrong that 
may applied to achieve 
results. Now these senators, 
while by no means all charge- 
able with complicity in these 
things, have at any rate failed 
to prevent them, and a suc- 
cession of shameful scandals has 
weakened their authority and 
raised the question whether after 
all we are not reaching the limit 
of the big corporation. May 
there not be more individual and 
partnership enterprise in the 
future as affording more liberty 


be 
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Whp through inherited wealth con- 
trols transoceanic cables 
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President of the largest coke-pro- 
ducing company in the world 


Chairman of executive committee 


of the Steel Corporation 
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‘Rock Island 
Group ”’ 
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LEVI P. MORTON 
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Banker and director of the South- 
ern Railroad 
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WILLIAM ROCKEFELLER 


Treasurer of the Amalgamated 
Copper Company 


and opportunity? Ifso, the trust 
evil will work its own cure. 

The fact is that our leaders, 
in their eagerness for bigness and 
power, have gone too far and 
the inevitable reaction has set 
in. There is a world of sugges- 
tion in the paragraph in the 
Frick report in which allusion 
is made to ‘‘a misconception of 
the importance of growth in 
size.” An English railroad ex- 
pert who was in this country 
three or four months ago, 
summed up the business situa- 
tion as it appeared to him in 
two words: ‘Too big.” 
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THIS AUTOMOBILE FREIGHT TRAIN CAN TURN IN A STREET 48 FEET WIDE 
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MAKING REVOLUTIONARY 
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LUMBERING, TRUCKING 


CARS AND STEAM LOCOMOTIVES? 


H. OLERICH 


N 1899 there were only fifty motor cars 
in the United States. It is estimated 
that there are now more than 60,000, 

and all the other leading countries of the 
world are turning them out with remarkable 
rapidity. France last year exported more 
than $14,000,000 worth; Germany more than 
$3,000,000; and the United States nearly 
$500,000 worth. But the increasing uses to 
which the various styles of automobiles have 
been put during the last few years are even 
more important than the increase in the 
number of them. In this article no effort 
is made to explain all these uses, but especial 
attention is given to the traction automobile 
used for farming and freighting purposes. 
The ordinary passenger use is yet perhaps the 
most important, but what may be called the 
industrial work of the motor car may out- 
strip its passenger-carrying work. 

In the large cities, where roads are good 

and electric current is accessible, the electric 
truck is rapidly superseding the dray horse. 


It is cheaper, more convenient, more efficient, 
more humane, and much more cleanly. 
Some of the large trucks now in use for 
freighting purposes have a capacity of ten 
tons, more than was formerly loaded in a 
railroad car. Most of these electric freight 
trucks are equipped with convenient electric 
hoists for loading and unloading heavy 
articles. They thus greatly reduce the toil 
of man as well as of beast. Most of the 
heavy freight trucks are run with electricity 
from storage batteries; but in the smaller 
places gasolene freight trucks are rapidly 
coming into use. 

The delivery automobile is as useful and 
convenient as the truck for freighting pur- 
poses. Both the electric and the gasolene 
types are used. Enterprising merchants are 
substituting them for horses and wagons. 
Express companies use them for delivering 
express matter; in some places they are used 
for delivering mail; and, under fair condi- 
tions, they everywhere seem to perform their 














A GASOLENE DELIVERY WAGON 


work with convenience and efficiency. This 
use will become more general as suburban 





A DOUBLE-DECK ’BUS TO HOLD TWENTY PEOPLE 
OUTSIDE AND TWENTY INSIDE 


roads become better and power stations more 
numerous. 
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AN’ ELECTRIC DELIVERY WAGON 


Fine open as well as enclosed automobile 
omnibuses and wagonettes are used in many of 
the large cities. Most of them are electric 
machines, well finished and easily operated. 
Some are for public and some for private use, 
and they seem to give satisfaction wherever 
tried. 

London is the leading ’bus-using city in the 
world. It is estimated that it has about 
2,550 horse omnibuses. During the last few 
years a number of automobile "buses have 
been introduced there, and their service is 
so satisfactory that some of the large omnibus 
companies are already considering the sub- 
stitution of automobiles for horse omnibuses. 
Such a fact gives a hint of the enlarged 
use which awaits the automobile. 

This class of automobiles is not only taking 
the place of the horse omnibus, but it is 
beginning to render valuable service in the 





A COMBINATION VEHICLE WITH SEATS UPRAISED 
TO PERMIT LOADING WITH FREIGHT 





AN AUTOMOBILE USED IN NEW YORK TO 
DISTRIBUTE TIME TABLES 
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THE AUTOMOBILE 


A 60-HORSEPOWER ENGINE PULLING 21 FEET OF PLOWS AND DRILLS, PLOWING SIX INCHES DEEP 
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AND SEEDING AT THE SAME TIME 


territories of the trolley car and the sub- 
urban train. Transfer companies are already 
operating automobile ‘bus lines from large 
cities to suburban districts, and between 
certain towns that are not directly connected 
by railroad or by trolley car. In other 





A 60-HORSEPOWER ENGINE PULLING 21 FEET OF DISC 


cities, where the street-car service is deficient, 
the automobile "bus is beginning to supple- 
ment it and horse vehicles. A well-equipped 
automobile *bus line has many superiorities 
over the trolley car, the suburban train and 
the horse omnibus. A railroad or a street- 
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A SIGHT-SEEING AUTOMOBILE TO ACCOMMODATE 
FORTY PASSENGERS 


car line always mars the neatness and disturbs 
the quiet of any street on which it runs. 
The posts, the network of wires and other 
fixtures of a trolley system make the streets 
look unsightly ; and they are, too, more or less 
dangerous. Automobiles require none of 
these objectionable fixtures. They are at 
home on a smooth asphalt street, a beautiful 
boulevard, or better still, on a steel-plated 
thoroughfare. Rubber-tired electric automo- 
biles speed along almost noiselessly. Trains 
and street cars can travel only on their iron 
rails, while automobiles can turn off upon 
any street. 
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A GASOLENE ‘TRUCK USED BY A BREWING COMPANY 


As compared with the horse omnibus, the 
automobile "bus is faster, more humane, 
and much more cleanly. It has no refuse of 
the stable and leaves the traveled streets 
much cleaner and more healthful than the 
horse, and the paving would last much 
longer with automobile travel than it does 
with vehicles drawn by animals. For these 
reasons all vehicles drawn by draught animals 
are debarred from certain fashionable streets 
in some cities. 

But of all the uses to which the auto- 
mobile has thus far been put, perhaps none 
is more interesting than its traction use to 
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A 110-HORSEPOWER AUTOMOBILE CAN DRAW SIXTY ‘14 INS ON A COMMON EARTH ROAD 


pull heavy loads. Long trains of heavily 
loaded freight trucks now run on common 
highways, or where there is no road at 
all; and enormous farming implements on 
the loose cultivated fields are propelled by 
motors. Some may prefer to call these 
traction vehicles engines instead of auto- 
mobiles, but the term automobile is much 
more definite and appropriate. It means a 
self-moving vehicle, adapted for running on 
the ground without rails or a _ specially 
constructed track. The locomotive is a 
traction engine, but not an automobile, 
because it requires a special track. 

The prodigious amount of work which 
these large freighting and farming machines 


accomplish is almost incredible. For in- 
stance, a t11o-horsepower machine plows, 
sows and harrows, all at the same time, a 
strip thirty feet wide, at the rate of three 
or four miles an hour, turning over the soil at 
the rate of eighty acres a day; or, under 
favorable conditions, ten or twelve acres an 
hour. It thus performs work which ordinarily 
requires forty or fifty teams and men. 

There is a harrowing machine that reaches 
one hundred feet wide, capable of harrowing 
300 acres a day, or thirty acres an hour, and 
no one has to walk in the loose soil behind 
the harrow or whip a tired team. It harrows 
a whole section of land in a little more than 
two days. Special gang plows that plow 





AN AUTOMOBILE ENGINE WHICH HAULED 400 TROOPS AND THEIR EQUIPMENT 8& MILES IN TWO DAYS IN 
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AN ORDINARY AUTOMOBILE PULLING 5% TONS OF RAILWAY IRON UP A 4 PER CENT. GRADE IN 
CANTON, OHIO 


eight or ten inches deep, disc harrows that 
pulverize the tough sod, press drills that 
plow nine inches deep and seed at the same 
time, are all successfully operated with these 
powerful traction automobiles. 

When the grain is ripe the harvesting is 
done on a still larger scale. Ponderous 
combined harvesting and threshing machines, 
drawn by automobiles, cut, thresh, clean, 
and sack the wheat, all at the same time and 
almost without human effort, from 100 to 125 
acres of grain per day. The “cut” of 
the sickle is from thirty to fifty feet. The 
harvesting machine elevates the cut grain 
to the cylinder of the thresher, which threshes 
and cleans it, as the machine travels over 
the field; and on hillsides of moderate steep- 
ness it can be so adjusted that it works almost 





A 6€0-HORSEPOWER AUTOMOBILE ENGINE HAULING A 35-TON LOCOMOTIVE SEVEN MILES ON GRADES IN 
COLORADO RANGING FROM 8 PER CENT. TO 12 PER CENT. 


as well as on level ground Such are a few 
examples of the great service which the 
traction automobile, under favorable condi- 
tions, already renders to large Western farmers. 

For logging, lumbering, and other heavy 
freighting purposes, the traction automobile 
proves itself as efficient and convenient as 
for extensive farming. This kind of motor 
performs tasks fit to be compared with the 
labors of Hercules, and it saves enormous 
expense. The reader must remember, however, 
that these large freighting and farming ma- 
chines cannot be used with advantage every- 
where and under all conditions. For instance, ' 
on very hilly land, or in fields full of stumps 
and stones, or on small patches of land, they 
are impracticable. To utilize them the fields 
must be moderately level, fairly well adapted 
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for agriculture, and in quite large tracts, such 
as the extensive level fields in many of the 
Middle and Western states, particularly in 
the great wheat belts. 

But it is not necessary that all automobile 
farming and freighting should be done on such 
a large scale. Where the land and the roads 
are not adapted for ponderous machines, 
smaller ones can be used with advantage, after 
the farming and freighting automobiles are 
once brought into general use. 

In favored places farming in the near 
future will no doubt consist principally of 
automobile riding, which can be performed 
by women as well as by men. The farmer, 
sitting in his comfortable cab, hitches his 
motor to the large plows, wagons, harrows, 
seeders, self-binders, headers, cultivators, 
corn and potato planters, or any other 
farming implement that he wishes to operate. 
When he finds it too cool, the electric current 
can warm his cab; when too dark, it can 
light it. Under these improved social and 
industrial conditions, which the automobile is 
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AN AUTOMOBILE AMBULANCE IN 


BOSTON HOSPITAL 


so prominent in helping to bring about, the 
occupation of farming will be elevated to that 
high dignity which it deserves, for all wealth- 
food, clothing, shelter, and luxuries—must 
be produced directly or indirectly by the 
application of labor to land. How rapidly 
the automobile is helping to reduce the toil of 
man and beast is thus strikingly suggested. 
How successfully gasolene may be used for 
heavy traction purposes is demonstrated by 
the recently constructed gasolene motor car, 
the first of its kind, which was turned out of 
the Union Pacific shops at Omaha last 
March. This railroad gasolene motor car 
was originated by Mr. E. H. Harriman, and 
was built under the personal supervision of 
Mr. W. R. McKeen, the superintendent of 
motive power and machinery of the Union 
Pacific Railroad. Its efficiency has _ been 





tested and its service found so satisfactory 
that the company is now building more, 
which are to be operated on various branch 
lines of this railroad system. 
will be much larger than the first one. 


The new cars 
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sides baggage and toilet compartments, every 
car will have accommodations for fifty 
passengers, and the maximum speed is equal 
to that of the ordinary passenger train. 

Most of the powerful traction vehicles, 
both locomotives and automobiles, are still 
of the steam type; but this need not always 
remain so. We see electricity propelling 
the heavy "buses, delivery wagons, and freight 
trucks in the large cities, where electric 
current is accessible; and now gasolene is 
entering the field of railroading. From these 
important developments we have reason to 
believe that there will be a more harmonious 
distribution of hydraulic and other power 
stations for generating electricity for in- 
dustrial purposes; and then the traction 
automobile, like the present freight truck, 
will be operated, perhaps first by gasolene, 
but eventually by electricity instead of 
steam or gasolene. Gasolene is in most 
cases better than steam, but electricity is 
much better than either, when we are once 
prepared for its efficient use. 

All these beneficial improvements have, 
howevet, sprung up so rapidly during the 
last few years that only those who take the 
time specially to investigate them know how 
rapidly changes are taking place. 

For hill climbing the automobile has no 
equal. At Eagle Rock, N. J., the winner in 
the hill-climbing contest ran a mile on a road 


having an elevation of about 15 per cent. in 
one minute and twenty seconds. A well built 
automobile of high power and on a good road 
goes up hill almost as well as it goes down. 

In Texas and a few other grazing states the 
automobile is taking the place of the cow 
pony. Nota few large cattle owners are using 
it for herding. It runs over the prairie 
with a wonderful speed, and the cattle soon 
learn to heed its toot. 

As a racer the automobile has no rival. 
From a slow beginning, in a few years it 
reduced the world’s mile record to thirty-two 
and four-fifths seconds. This is, no doubt, 
faster than any animal ever ran, and faster 
than the schedule time of any express train. 
Although not important in the use of the 
automobile, this remarkable speed is one of its 
greatest marvels. 

The automobile too has numerous advan- 
tages over any other mode of conveyance, and 
if rightly planned and executed, automobile 
touring is one of the most fascinating, health- 
ful, and instructive outdoor sports. 

Thus we find the automobile has recently 
entered practically every important field 
of industry and pleasure where vehicles 
are used, and has proved itself wonderfully 
useful in every one of them. It is certainly 
already a success, and how long a list of 
other important uses and improvements the 
future will show no one can predict. 


THE RAILROADS AND THE SQUARE 
DEAL, 


THE STORY OF THE GRANGER LINES, WHICH SHOWS HOW RAILROADS, FROM 
BEING THE PUBLIC’S SERVANTS, CAME TO RULE THE PEOPLE AND TO CONTROL 
A STATE GOVERNMENT FOR YEARS—A STORY OF RAILROADS IN POLITICS 


BY 
ROWLAND THOMAS 


HE Santa Fé Railroad, the story of 

! which was told here last month, had 
the virtues and the faults of a 
pioneer, and succumbed to temptation in 


its struggle for wealth. Other roads have 
had a different history. Built to serve re- 


gions already settled, some of them have 
entered political life and reversed their rela- 
tions to the public by making the regions 
serve them. The “‘Granger’’ lines have tried 
that policy with varying success, and the 
points at issue have been especially defined 
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in Wisconsin, where the people and the rail- 
roads have been battling this year, as they 
have twice before, to see which of the two 
shall be represented by a legislature elected 
by all the citizens. 

The Granger lines are such roads as the 
Chicago, Milwaukee & St. Paul, the Chicago 
& Northwestern, and the Chicago, Burlington 
& Quincy. They serve the prosperous agri- 
cultural and manufacturing states of the 
Middle West, and they are the result of rapid 
growth fifty years or so ago. The population 
of Wisconsin was 18,000 in 1837, 210,000 in 
1848—a twelve-fold increase in ten years. 
All those thousands of settlers were scattered 
widely over a region covered with almost 
inexhaustible forests set in a soil of great fer- 
tility; and the chief limit to the prosperity 
of every small farmer and cross-roads mer- 
chant seemed to be his ability to reach a mar- 
ket. Wisconsin fell in with the spirit of the 
time all over the country, and indulged in a 
spree of railroad building. Every town clam- 
ored for a railroad, which was to be the king’s 
own highway to wealth, and no one gave much 
thought to planning or regulation. Com- 
petition, they believed, would protect future 
generations, and tracks were laid by the peo- 
ple, collectively and individually. The his- 
tory of the Chicago, Milwaukee & St. Paul in 
Wisconsin is a typical history. 


THE PEOPLE AS RAILROAD BUILDERS 


The oldest part of this road was chartered 
by the Legislature of Wisconsin in 1847 as the 
Milwaukee & Waukesha, with a capital of 
$100,000. There were no capitalists in the 
state then. Yet the 20,000 people of Mil- 
waukee scraped together $92,000, and the few 
hundred inhabitants of Waukesha proudly 
brought in the other $8,000. Public spirit 
and local pride were strong, and farmers along 
the proposed line who had no money to invest 
contributed labor and materials, cutting and 
trimming ties and posts, and grading the 
road-bed, till the construction camps were 
huge neighborhood ‘“‘bees.”’ 

By 1850 the twenty miles of track were 
finished, but the ambitions of the owners had 
grown, and they took a new name and a new 
charter. The road was made the Milwaukee 
& Mississippi Railway, continued toward the 
west, and by 1855 had crossed the state and 
reached the Mississippi at Prairie du Chien. 
This road became bankrupt in 1859, was reor- 


ganized in 1861 as the Milwaukee & Prairie du 
Chien, and that in turn was absorbed by the 
Milwaukee & St. Paul a few years later. 

Another road, the La Crosse & Milwaukee, 
had been chartered in 1852, and the farmers 
along its line were quixotic in their enthusi- 
asm. They subscribed to stock to the value 
of $1,100,000, giving mortgages on their 
farms in payment. The railroad company 
obtained its funds by indorsing these mort- 
gages and selling them outside the state, 
mostly in the East. 

This spirit of intense local patriotism, which 
made the railroads and the people one, is 
worthy of all praise. Yet it would be hard 
to invent a more dangerous method of finan- 
cing a road. Men were as recklessly eager for 
wealth then as they are now, and in 1856 Wis- 
consin had its first revelation of graft. The 
Legislature voted to turn over to the La 
Crosse & Milwaukee Road a grant of Federal 
land in the northwestern part of the state, 
but the bill was vetoed by Governor Bash- 
ford. A few days later, however, the Gov- 
ernor approved another bill disposing of the 
grant on nearly the same terms, and charges 
of bribery were made. A legislative inves- 
tigating committee found that thirteen sena- 
tors and fifty-nine assemblymen had received 
stock or bonds of the La Crosse & Milwaukee, 
varying in amount from $5,000 to $25,000. 
The Governor had accepted $50,000 in bonds. 

“The evidence taken,” said the committee, 
“establishes the fact that the managers of the 
La Crosse & Milwaukee Railroad Company 
have been guilty of numerous and unparal- 
leled mismanagement, gross violations of 
duty, fraud and plunder. In fact, fraud and 
wholesale plundering are common features.”’ 
And the president of the road stated in his 
testimony that ‘‘he caused it to be under- 
stood, through the medium of persons not 
connected with the Legislature, that, in the 
event of the La Crosse Company’s obtaining 
the grant, that company would acknowledge 
the favor by a liberal douceur, or gratuity, to 
such members as should favor its passage.”’ 


HOW COMPETITION CONCENTRATED POWER 


Of course there was a great stirring of public 
indignation when the people discovered that 
the road had ceased to be theirs. The Legis- 
lature was re-formed, but the La Crosse & Mil- 
waukee kept the grant, and in 1858 it was 
completed to La Crosse. In 1859 it went into 
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bankruptcy, and all those hundreds of mort- 
gaged farms went down with it. A few years 
later it became part of the omnipresent Mil- 
waukee & St. Paul. Competition worked 
along a different line from that anticipated 
by the patriarchs. It concentrated power 
instead of diffusing it. 

The people were still too optimistic to take 
warning, and construction went on in the 
same unregulated way. Many little roads 
were built by the same means, land grants 
and local aid, and all had the same history— 
bankruptcy with its fat receiverships, and the 
absorption of the bankrupt roads a little later 
by a strong company, which thereupon in- 
creased its capital by far more than the origi- 
nal capital of the acquired road. Two rail- 
road systems gradually took shape, the Chi- 
cago, Milwaukee & St. Paul and the Chicago 
& Northwestern. They form ‘‘The Rail- 
road’’ which has played so large a part in the 
political life of the state. 

Between 1856 and 1861 these systems and 
one other, the Wisconsin Central, received 
public aid, or acquired the ‘aid received by 
defunct roads, to the following amounts: 
3,565,312 acres of land, worth about $10,- 
000,000; cash and other aid from counties, 
cities and towns, nearly $7,000,000; and 
farm mortgages for $4,000,000; making 
$21,000,000 in all. 


THE ROADS CEASE TO BE LOCAL 


Such liberality made Wisconsin a very 
favorable field for the display of high financial 
talents. Little by little the control of the rail- 
roads passed, from local men whose activity, 
along whatever crooked ways it might be 
exercised, was still controlled more or less by 
local interest and was to some extent amena- 
ble to local public sentiment, into the hands 
of outsiders who were responsible to nobody at 
all—in Wisconsin at any rate. When the 
first ten miles of the Chicago & Northwestern 
were completed in 1848, the directors went out 
for a ride in an observation car. Coming 
back they overtook a farmer with a wagon- 
load of grain. The enterprising traffic man- 
ager hailed him, the train was stopped, the 
directors pulled off their coats, and the first 
car of wheat passed by rail to the city that 
was to become the greatest grain market of 
the world. Those were idyllic relations be- 
tween transporters and shippers, but they 
stopped when the great game of ‘“‘strategy”’ 
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between rival railroad managers began. That 
game, more than anything else, is responsible 
for the feeling of railroad men that trade 
somehow exists mainly for their sake. It 
stripped the railroads of Wisconsin of their 
character as local conveniences, and made a 
private battle ground of the state. The de- 
struction of the Lake Superior & Mississippi 
River Railway by the Chicago, Milwaukee & 
St. Paul is a good illustration of the methods 
of combat and the effect that they have on 
the public welfare. 


WHAT ‘‘RAILROAD STRATEGY’? MEANS 


The Lake Superior & Mississippi was com- 
pleted between Minneapolis and Duluth in 
1872. The line was only 156 miles long, while 
the distance from Chicago to Minneapolis is 
more than 400 miles. Duluth is one of the 
finest inland harbors in the world, and is as 
near the seaboard, via the Great Lakes, as 
Chicago. A large part of the grain and flour 
of northern Wisconsin and Minnesota began 
to move east by the new route. 

Natural advantages are not considered in 
the strategic school of railroading, and the 
Chicago, Milwaukee & St. Paul immediately 
set to work to turn that stream of grain back 
to its original channel through Chicago. Of 
course the only method was so to adjust rates 
that Chicago should commercially be only as 
far away from Minneapolis as Duluth. The 
Chicago, Milwaukee & St. Paul not only did 
this, but it cut its rates from the Twin Cities 
to Chicago so drastically that the Lake Supe- 
rior & Mississippi had to make rates from the 
Twin Cities to Duluth, 250 miles less distance, 
so low that the road suffered actual loss on 
every shipment. The competition continued 
for two years, until the Lake Superior & Mis- 
sissippi, unable to sustain it, failed and went 
into the hands of a receiver. 


SHIPPERS BECOME PAWNS IN THE GAME 


The Chicago, Milwaukee & St. Paul made 
the people of Wisconsin pay for this war. To 
prevent local shippers in Wisconsin from 
taking advantage of the low rates from Min- 
neapolis, it made the rates between Minneapo- 
lis and points only forty miles away as high 
as the rate for the 400 miles trom Minne- 
apolis to Chicago, or higher, compelling these 
small communities to trade with Chicago. 
To make up the loss to its treasury caused by 
the unprofitable competitive rate, it made 
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towns in Wisconsin which were only 156 miles 
from Chicago pay the old 400-mile Minneapolis 
rate. Such juggling with geography has been 
very common in all parts of the country and 
has continued down to the present, as the 
next of these stories will show. 

The rates which killed the Lake Superior 
& Mississippi greatly increased the freight 
charges which the people of Wisconsin paid to 
place the products of their farms and mills in 
a market. Besides that, they brought about 
a complete readjustment of the relative values 
of farm and village property, for the farmers 
and the people of the smaller towns, who had 
aided liberally in constructing the railroads, 
were paying high rates, while the shippers in 
the large cities, where there was competition 
between several lines, were favored with low 
rates. 

Such conditions caused discontent, which 
was increased by other causes. The long 
period of depression which followed the Civil 
War had set in; and, as the reaction from the 
inflated currency went on, the prices of agri- 
cultural products fell rapidly while freight 
rates were unchanged or higher. In addition, 
the roads discriminated widely between indi- 
viduals by means of rebates, and practically 
gave a monopoly of trade to favored mer- 
chants. As they felt their power increase, 
they claimed the right to charge such rates 
for transporting persons and property as they 
deemed best for their interests, regardless of 
the reasonableness or equality of them. 


OPEN WAR AND GRANGER LEGISLATION 


All these things led to discontent in Wis- 
consin and states similarly situated. The 
feeling grew strong among the people that 
the railroads were common carriers, perform- 
ing a service of a public nature, and that their 
charges for it could be regulated by public 
authority. The ‘Patrons of Husbandry,” 
or “‘Grangers,’”’ who at that time had just 
reached their brief period of strength and 
popularity, became the political sponsors of 
the movement, and between 1870 and 1876 
Wisconsin, Illinois, Iowa and Minnesota 
passed those laws for the regulation of rail- 
roads which have given the nickname “‘Gran- 
ger Lines’”’ to this group of roads. 

The law of Wisconsin, the so-called Potter 
law, was passed in 1874. The state of public 
feeling which led to it is revealed in the words 
of Governor Taylor’s message to the Legis- 
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lature of that year. ‘‘Why should citizens 
be taxed to build the railway,” he asked, 
“taxed to use it, taxed extra that the road 
may be wholly or partially exempt, and yet 
the claim be urged that it is private property ?”’ 

The Potter law, like the legislation of the 
other Granger states, prescribed a schedule 
of maximum charges for transportation within 
the state, made a general classification of 
freight, prohibited discrimination between 
individuals or localities by means of rebates 
or any other devices, and created a com- 
mission to enforce its provisions. 

It has been pretty well proven since then 
that the schedules of maximum rates pre- 
scribed by the Potter law were worked out 
with a good deal of justice and common sense. 
The discussion is theoretical, however, for the 
railroads had become so used to the arbitrary 
exercise of power that they refused to test in 
practice the fairness of the new rates. To 
escape the provisions of the law they went 
into politics as professionals, where they had 
been amateurs before. The president of the 
Chicago, Milwaukee & St. Paul, immediately 
after the Potter law was passed, wrote to 
Governor Taylor one of the most remarkable 
letters in the archives of any state, announcing 
that his road had determined to ‘disregard 
the provisions of the law so far as it fixes a 
tariff of rates for the company.” 


RAILROADS AS PRACTICAL POLITICIANS 


The Governor took the only attitude that a 
decent executive could, and for two years the 
question was fought outin the courts. In the 
end the law was sustained, but even then the 
railroads did not give up. Instead, they 
turned to the original source of the law, and 
in 1876 induced the Legislature to repeal the 
Potter act and substitute for its machinery 
a single commissioner whose powers have 
been almost jocosely described as “extremely 
limited.”” As a matter of fact, after two 
years of nominal freedom the people of, Wis- 
consin ceased to struggle, and for almost 
twenty years the railroads administered the 
state, and did so without a word of effective 
protest from the citizens. 


THE PEOPLE GIVE UP THEIR STATE 


The railroads gained and kept control of 
the state through the Legislature, and their 
lobby gained the decisive voice in Wisconsin. 
The railroads did not ‘“‘graft”’ in the common 
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sense of the word, that is, they did not steal. 
But in their campaign to occupy a command- 
ing place in national trade the control of Wis- 
consin seemed necessary, so they took con- 
trol. But they allied themselves with people 
who were stealing. 

Two-thirds of Wisconsin was originally 
covered with pine, and pine has made the 
finest loot in American history. The men 
who wished to strip the state of pine without 
giving a return for it maintained a very power- 
ful lobby at Madison. Other powerful “‘inter- 
ests’’ had representatives there. And the 
railroads became the centre of the whole sys- 
tem of personal politics. Gradually the state 
came under the control of an oligarchy which 
treated the commonwealth as their private 
property. 

The Legislature adjourned in those days 
from Friday night to Monday morning; and 
when a legislator was reasonable and sup- 
ported the measures which the railroads 
wanted, he was rewarded with free tickets, 
not only to take him home for his weekly 
visit, but for the convenience of his family, his 
friends and his constituents. The constitu- 
ents of a reasonable legislator, too, had little 
difficulty in obtaining special and very favor- 
able rates for the transportation of any com- 
modities in which they were interested. So 
it was easy, when any legislator revolted and 
asserted his independence by advocating the 
abolishment of such practices, for the rail- 
roads to eliminate him from political life by 
threatening to withdraw all special privileges 
from the region which he represented. In 
times of necessity they expended cash to gain 
their ends, but they were seldom reduced to 
that extremity. 

Wisconsin had almost ceased to be a state. 
But it must not be supposed that all this went 
on without many mutterings on the part of 
the majority of the people, who were still 
uncorrupted. Yet it was not till 1892, when 
Mr. Robert M. LaFollette, after three terms 
in Congress as Representative from Wisconsin, 
was defeated and began to wake up to the 
conditions right about him, that the majority 
of the people had even a chance to make their 
voices heard in the demand for impartial gov- 
ernment. Then public feeling began to stir. 


REVOLT AGAINST RAILROAD RULE 


If Governor LaFollette plays a large part in 
. the rest of this story, it is because he is the 
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spokesman of many people. The questions 
at issue are far beyond the power of any single 
man to bring up or put down, and apply to the 
whole country. Governor LaFollette rose to 
significance simply because he was the sort of 
man whom defeat only brings back into the 
fight with renewed energy. 

By 1890 a system of politics had grown up 
in Wisconsin whereby a little coterie repre- 
senting the inside of the railroad and lumber- 
ing interests met in the Plankington House 
in Milwaukee, annually or as often as was 
necessary, and decided who should receive 
office. The fight against this system began in 
1891, when Mr. A. B. Hall, who was a member 
of the Legislature that year, brought in a bill 
for the abolition of free passes on the railroads. 
These passes were the heart of all the graft. 
Mr. Hall was beaten without much difficulty, 
but in the course of his investigations 
he was led to the subject of railroad 
taxation. 

The railroads from their beginning had per- 
suaded the Legislature to let them pay a 
license fee of 4 per cent. on their gross earn- 
ings in place of all taxes. Mr. Hall found a 
great discrepancy between the gross earnings 
reported by one of the roads to its stock- 
holders and those included in the annual 
return to the Treasurer of the state. 

He asked for a committee to investigate, 
and he also introduced a bill for the regulation 
of state railroads. The bill was held up with- 
out any trouble. Mr. Hall and Mr. La Follette 
were friends, and in 1894 the two men began 
the open fight against the oligarchy which was 
governing Wisconsin. The issues presented 
were unequal taxation, machine politics (in- 
cluding lobbies) and primary elections. 


NULLIFYING THE POPULAR WILL 


The man who was the candidate for gov- 
ernor on these issues was defeated. In 1896 
Mr. La Follette ran for governor on the same 
platform. The strength of the opposition was 
so great that he made a deal with another 
non-machine candidate, Mr. Emil Baensch, 
by which the one of the two who developed 
most strength in a canvass of the state was to 
have the delegates of both. Mr. La Follette 
came to the convention with enough delegates 
pledged to nominate him, and some seventy- 
five of Mr. Baensch’s besides. But overnight 
the machine converted Baensch’s delegates 
and some of La Follette’s, and he was de- 
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feated. In 1898 he ran for governor once 
more on the same platform, and once more 
was defeated. 

The campaigns on the railroad issue had 
aroused the state so much that the Legislature 
in its session of 1899 had to make some con- 
cession to popular wishes. The question of 
taxation would not down; the members, in 
fact, had been elected on a pledge to consider 
it. And, as the easiest way out of their 
dilemma, they appointed a commission to 
make a revaluation of the property in the 
state, a method which promised to consume 
much time without producing any unpleasant 
results. 

The popular desire was still to re-establish 
popular government in Wisconsin by overcom- 
ing the system, and apparently the people did 
not expect to do more than equalize taxation 
and establish direct primaries to do away with 
lobbying. The great question of the regula- 
tion of railway rates had not yet come up, 
after ten years of contest. 

In 1900 the campaign was on the same 
issues, and Mr. La Follette was elected gov- 
ernor. The Legislature also passed a law 
(Chap. 198, Laws of Wisconsin, 1899) whereby 
any corporation in the state can purchase the 
property and rights of another, and can reor- 
ganize the purchased corporation, putting in 
its property at whatever price it likes without 
any reference to the value or the cost of the 
property. The Wisconsin Central Railway 
immediately increased its capital stock from 
$25,000 to $30,000,000, and on February 10, 
1903, the Chicago & Northwestern increased 
its stock $36,152,679.47, adding 33 per cent. 
to the capitalization, under the provisions of 
this law. 

The question of regulating rates came up 
as soon as the commission appointed to con- 
sider the tax revision reported to the Legis- 
lature of igor. The report showed con- 
clusively that if the railroads were taxed 
on an assessed valuation they would pay 
$1,000,000 more a year in taxes then they 
were then paying. The Legislature had once 
again been elected on the pledge of its mem- 
bers to see this thing through, and the rail- 
roads were able once more to defeat the bill, 
for the shippers came out strongly against it. 
They had been warned by the railroads that 
any increase in taxes would be made up by 
increased freight rates. 

The threat was a fatally false move on the 
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part of the railroad. The people won the 
election of 1902, and the message of the Gov- 
ernor to the Legislature of 1903 not only 
reiterated the fact that the Legislature was 
pledged to pass the tax bill, but advocated 
for the first time in twenty years in Wisconsin 
the establishment of a commission to regulate 
railway rates in the state, showing that by 
that means alone could the railroads be pre- 
vented from carrying out their threat to meet 
increased taxation with increased rates. This 
argument was caught up by the people every- 
where, and the roads let the six-year-old bill 
for taxing them on the ad valorem plan pass 
the Legislature, and concentrated all their 
opposition on the bill for establishing a state 
railroad commission. They won their con- 
test, despite the tremendous force of popular 
sentiment, and the houses adjourned without 
taking action. 

The people were thoroughly in earnest by 
this time, and in 1904 they elected Mr. LaFol- 
lette governor for the third time on a platform 
promising not only all the former reforms but 
also the regulation of rates. In January, 
1905, the fourteenth year and the seventh 
legislative session after Mr. Hall began his 
fight, the issue came squarely to the front. 


THE RAILROADS DEFEAT LEGISLATION 


Wisconsin had gone regulation mad. Bills 
were immediately introduced providing for 
passenger fares of two cents a mile; of one 
cent a mile on certain holidays; for the regu- 
lation not only of common carriers by rail, 
but of telephone, telegraph, interurban elec- 
tric railway, sleeping car and express com- 
panies. Yet the session dragged on from 
January 14th to the middle of May before the 
state senate, which was the cenire of the 
opposition, would permit a rate-regulation bill 
to pass. 

Large shippers appeared before the legisla- 
tive committees and opposed the passage of 
the bill, while none appeared for it. This at- 
titude on the part of the very people who 
would be benefited intimidated legislators of 
the weaker sort. This letter to a member of 
the Legislature from one of his constituents 
may be enlightening. 





‘‘While at the depot this morning, , railroad 
agent, asked me how you stood on the railroad bill. 
I told him I didn’t know. Then he told me that 
should you support the bill the railroad company 
would raise the rent on our warehouse or make us 
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move altogether, and that the company would raise 
the rate on all carloads and haul by the mile only.” 


Another merchant wrote: 


“Tf the merchants of the state dared stand up for 
their interests, they would outnumber the men who 
are trying to beat the rate bill a thousand to one. 
Some merchants have been fooled, and many have 
been frightened into signing telegrams addressed 
to the member from this district and demanding that 
he vote against this bill. The railroad paid for 
every telegram and the merchants signed. I hope 
it will pass.” 


As the winter dragged on, it became very 
doubtful whether the railroads might not by 
such methods defeat the desire of the people 
for relief. But there was a weapon in reserve, 
resulting from the law for equal taxation. 
From the fall of 1903 expert accountants of 
the state had been at work in the offices of the 
railroads to learn what sums had been granted 
in rebates to Wisconsin shippers. The inten- 
tion was to treat these rebates as part of the 
gross earnings, of which the railroads paid 
4 per cent. in lieu of taxes, and to bring suit 
for the recovery of the part unpaid. But now 
the discoveries had a new use. The account- 
ants had discovered many cases of rebating 
covered up by special methods of bookkeep- 
ing, and the Governor sent a selected list to 
the Legislature, with a special message, sug- 
gesting that these transactions might explain 
why so many merchants were opposed to any 
interference with the present methods of 
doing railroad business. 

The names were suppressed in every case, 
and thus each shipper who had received a 
rebate was left in doubt whether his name 
might not be included in the list, and he ac- 
cordingly hesitated to appear before the Legis- 
lature in opposition lest his connection with 
the railroads might be revealed. 


ILLUSTRATIONS OF REBATES 


The Commissioner of Railroads, who made 
the investigation, sent in facsimiles with names 
suppressed. The following letter, written by 
a merchant to the general freight agent of a 
railroad, shows how much a rebate means to a 
shipper and how easy it is to get one. 


“‘Dear Sir: Herewith send you invoice for a few 
cars goods shipped to X and Y last month. Very 
nearly all of the X shipments were sold previous to 
receiving your notice that you would not allow any 
more rebates on these shipments, and there is still 
eight or nine cars on our books to go which were sold 
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in the month of November. We have also figured 
our margins, on the mixed cars of stuff sold during 
last month, so close that there is hardly anything 
left for us, and we thought by explaining the cir- 
cumstances to you, that you would allow us the 
rebate, and in view of our talk last Sunday night in 
train, thought possibly you would be willing to give 
us the rebate on these several shipments made during 
the month of January. 
‘Kindly let us hear from you.” 


And this letter from the general offices of 
one of the railroads to a local agent shows how 
the money expended for rebates is accounted 
for on the company’s books. 


“AGENT Z.: 

‘Dear Sir-—For your information I would state 
that we wish to have the rate on cooperage stock for 
15c. There are some reasons why we do not 
wish to put in this tariff. Please bill all future ship- 
ments for —— via care of —— R.R., at the 
through rate of 174c., showing in the prepaid column 
an amount equal to 2$c. per cwt. For instance, a 
car weighing 40,000 lbs., at 174c. would be $70 
and you would show in prepaid column $10. This 
would leave $60 to be collected, which would be 
40,000 fb. at r5c. You will please send me at the 
close of each month a statement of the amount you 
are outstanding on account of the 24 billed prepaid, 
and your station will be relieved. In this way ship- 
pers will not be required to pay more than r15c. 
through. Kindly acknowledge receipt of this letter, 
stating that you understand.”’ 

(Signed by the General Freight Agent.) 








The so-called ‘‘hectograph rate-sheets,” 
likewise, have all the earmarks of rebates, 
and the following table shows a few of them 
in comparison with the legal rates: 
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When railroad men claim that the Elkins 
act has stopped rebating, it is well to 
remember that the Elkins act applies only 
to interstate commerce. The letters show 
that it was going on in Wisconsin commerce 
at a very recent date, and the “hektograph 
rate-sheets’’ which the companies sent out 
without legal publication, and which very 
frequently were made available only to cer- 
tain persons or certain industries, furnish 
further proof. 


THE PEOPLE WIN—FOR HOW LONG? 


Such facts and figures as these, which came 
to the knowledge of the citizens almost as 
soon as they did to the members of the Legis- 
lature, gradually wore down the courage of 
the opposition. The Assembly yielded first 
—it was made up mostly of “‘administration 
men’’—and passed a bill. And then at last, 
one day in May, the state Senate, which still 
contains a good many of the old ring, after 
a long struggle to weaken the bill by amend- 
ments, passed it also, and twenty-nine years 
after the people of Wisconsin gave up their 
freedom to the railroads they were barely 
able to win it back. They will still have to 
fight to keep it. 

The railroads made all this long fight against 
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a bill which practically provides for just two 
things, a commission to fix specific rates so 
that discrimination between persons or places 
will be impossible, and the prevention of rail- 
road intervention in the political life of the 
state. 

That, practically, is all that Federal control ~ 
need mean; the power to fix rates does not 
mean that every rate will be fixed, but simply 
that it can be fixed. This experience in Wis- 
consin proves to many minds that we need 
some power in the law stronger than the rail- 
roads, not because they are always doing 
wrong but because they have the power to 
do wrong. 

We shall see in the next article that the 
interstate roads have made just the same 
false and unnatural adjustments between dif- 
ferent places and people as the Granger lines 
made. They, too, by the increase of their 
power, have come to regard trade as their 
servant and to dabble in politics. They are 
prepared to fight for fourteen years, or forty, 
against any public “interference”? with what 
they call their rights. And that is a very 
good reason why their rights—as the advo- 
cates of rate regulation regard it—should be 
defined by law, as the rights of other citizens 
are defined. 
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WORLD-GIRDLING, VERSATILE, PERSISTENT AND “EMERGENCY” EXPERIENCES 
OF A “FREE LANCE” AND THE JOY HE GETS FROM WRITING AS A BUSINESS 


GILSON WILLETS 


OW to India our special correspondent 
N has been sent to describe the worst 
famine of the century.”’ At the 

time that this notice appeared in a New York 
weekly journal, I was traveling across Europe 
with a friend on the way to Brindisi to catch 
a steamer for the East. A month later we 
were traversing the vast scorched region be- 
yond Bombay, where during a whole day’s 
ride one saw not a blade of grass, nor a leaf, 
nor any green thing. In a bullock cart we 
crossed dry river beds as wide as our own 
Hudson. Every evening we came to a differ- 


ent plague camp or a different relief camp. 
In these camps were a few tens of thousands 
out of the 10,000,000 Hindus that lay suffering 
from a famine that prevailed over an area as 
large as our Southern states. Every morning 
we were the witnesses of a burning of dead 
bodies. At the bungalow of Mr. Watson, an 
English engineer, the thermometer stood at 
130° in the shade. Watson’s burden was a 
relief camp of 30,000 starving brown men. 
He was the only white man in that great 
camp, and he was browner than brown. In 
the compound surrounding his bungalow was a 
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wide-spreading banyan, the only tree we had 
seen in five days of railroad travel—that is, 
the only tree with leaves. 

For Mrs. Watson that banyan was the one 
green thing on earth. It sustained her cour- 
age. The natives of the nearby village cov- 
eted the tree, for its leaves would keep alive 
yet a few days their sacred buffalo. More- 
over, Watson watered the tree from the village 
well; and in that desert, once a garden, where 
for two years now no rain had fallen, the 
natives permitted water to be taken from that 
well only a cupful at a time for the saving of 
human life. So, resenting Sahib Watson’s 
bucketful for the saving of a tree, the natives 
on a dark night attacked it with axes, but 
were driven off by the sahib’s sepoys. By 
day, too, in the maddening sun, the natives 
menaced the sahib with clenched, impotent 
fists. But the tree remained—‘‘for her,” 
Watson would repeat. 

I wrote the story of ‘‘The One Tree in a 
Thousand Miles,” and sent this “‘ special cor- 
respondence’”’ to New York. Then I wrote 
my regular weekly letter descriptive of the 
great riceless stomach of India. I hired a 
Hindu printer of Ahmadabad to print 800 
copies of the letter, which I mailed to as many 
newspapers in America. The letter was given 
free to the 800 newspapers provided copyright 
was credited to my paper. For, besides writ- 
ing of the starving of the 10,000,000 Hindus, 
it was my duty to make known the fact that 
mine was the only American paper that had 
a correspondent in the famine-stricken coun- 
try. I was press agent and advertisement 
writer as well as special correspondent; and 
just north of the equator I was making a 
living by writing. 

Three years later another weekly journal 
printed a notice that ‘“‘our special correspon- 
dent has been sent to investigate conditions 
among the peasants of Russia and Scandi- 
navia.”’ At that time, with a companion, I 
had already crossed the snow-covered roof of 
Russia, Lapland and Sweden. One day we 
were sledging across a great lake in Finland 
when suddenly we halted. A strange sled 
stood beside us. It was really a hearse: for 
within it, blanketed, lay a girl child, dead. 
By the body was a pine cross and sprigs of a 
Christmas tree. The driver, the bereaved 
father, had come from his desolated hut—a 
speck somewhere in the white, frozen infini- 
tude to the north—and was journeying to the 
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church village ninety miles to the south, that 
the little soul might go to its everlasting rest 
according to the Lutheran faith, which is the 
faith of the Finns. I wrote the story of “The 
Ninety-Mile Funeral’’ and mailed it to New 
York. From Tornea, the northernmost city 
of Finland, I sent the 800 gratuitous copies of 
my regular weekly letter on peasant conditions 
—all this work just as in India and for the 
same purpose of publicity. Just south of the 
arctic circle I was making a living by writing. 

To go back to the beginning: I was manag- 
ing editor of the Yonkers (N. Y.) Daily Herald. 
I sometimes sawed off in electrotype plates 
essays by Bacon and Emerson which the paper 
bought from the American Press Association. 
Sometimes I sawed off an essay in the middle 
of a sentence to make room for an advertise- 
ment; and then, at nineteen years of age and 
at $15 a week, I wrote a few lines and added 
them to an Emersonian or Baconian essay. I 
wrote editorials, too, on ‘Woman Rules the 
Universe.”’ Thus it was, as managing editor 
of a daily which used “patent insides,” that 
I began making a living by writing. 

One morning I received a letter from a 
New York editor, a grandson of one of our 
poets. He offered me $50 a month to edit 
a magazine made up of extracts from other 
periodicals. A few weeks later I could have 
given shearers points on the uses of shears, and 
I had become an expert on mucilage. The 
$50 a month paid for my luncheons when I 
had no guests. Yet that one year’s experi- 
ence was worth what it cost, for my scissors 
and paste made me acquainted with the jour- 
nalism of the world. Often I came to the 
office as late as noon, and as often I left the 
office at the time the banks closed. Naturally, 
at the year’s end the poet’s grandson told me 
that my disregard of office hours was demoral- 
izing his editorial staff and that, therefore, he 
would not be maae irreconcilably unhappy 
by my resignation. 

Forthwith I began making a living as a 
“free lance.’”’ I wrote not for fame, but as a 
business, for dollars, and for the pleasures of 
that kind of life which takes one out into the 
world. I was willing now to write anything 
from an editorial on beauty to an advertise- 
ment of cold cream, provided I had not to sit 
in the Astor Library. Now fifteen years have 
passed, and I wonder if there lives a free lance 
who would change his calling for any in the 
census of occupations? 
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A “free lance’’ is an unsalaried writer, 
whether he be journalistic hack or another 
Victor Hugo. ‘Free lance’’ means free to 
starve if one does not feel like working; free 
to smoke an execrable pipe in one’s own work- 
shop; free to walk in the woods a day or a 
week; free to rove the earth, the rover paying 
his bills out of an income derived from words. 
I know of a honeymoon on the Mediterranean, 
three expensive, happy months paid for out 
of the Vocabulary Fund. Above all, “free 
lance’’ means to go and to write where every 
prospect pleases. There was a “furnished 
house for the season”’ in a Garden of Eden in 
St. John’s Wood, London, in spring; and one 
winter in the Riviera there was a stone nest 
in a paradise of palms. What workshops can 
be paid for at a cent and a half a word! Once 
I received an order for a series of articles that 
would require all June and July to write. To 
Montauk, then, on the outer reach of Long 
Island, a hundred miles at sea, 1 took my 
notes and my typewriter. There was a good 
inn not far from the lighthouse, and there I 
had board and lodging. But it was not the 
inn that completed the idealism of Montauk 
as a writing place; it was the tiny life-saving 
station on the great white beach. That little 
station became my workshop, for it was not 
used in summer by the life savers. It stood 
so close to the ocean that sometimes the 
Atlantic washed my doorstep. And at noon, 
sitting on drift logs on the sands, I lunched 
from a full dinner pail and drank coffee from 
its tin top—a day laborer making a living by 
writing where man had not marked the earth 
with ruin. 

There are salaried men in writing places 
whose faces tell of fear, the fear of losing their 
employment. They are among the best of 
writing men, but they are married to Salary. 
Divorced they would not know what to do 
first, nor what to do next, to make a living by 
writing. The free lance has a life job, and 
his forward march depends upon sticking to 
that one job. ‘“‘Consider the postage stamp,” 
reads a motto that I saw hanging over the 
desk of Mr. Del Moore, the “Lumber King”’ 
of San Antonio, Tex. “It sticks to one thing.” 

The free lance has honors thrust upon him. 
A collector of gems sent me a box of uncut 
opals, amethysts and sapphires. I had writ- 
ten about his collection in a brief paragraph. 
Downey, of London, ‘Photographer to the 
King,”’ charged me nothing for dozens of 
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photographs of myself, for I had written a 
word about his pictures of the King’s grand- 
sons. ‘‘Would you like to go home by the 
way of Jamaica?” asked Sir Alfred Jones, the 
“Banana King,” while I was a guest in his 
home in Liverpool. “I have a new steamer 
sailing for Port Kingston on her maiden 
voyage. You and your wife shall have the 
best stateroom.” But it is. not dead-head 
trips to lotos lands, nor precious stones, it is 
the precious acquaintances, the golden friend- 
ships, that count in this living by writing. 

In that early morning of my writing life, 
and in the evening of my day, I interviewed 
Russell Sage. The editor who gave me the 
assignment had said: ‘‘ Persistence and impu- 
dence will do it.”” I rang the bell of No. 506 
Fifth Avenue. Mrs. Sage opened the door, 
and behind her I saw the gaunt form of Mr. 
Sage. ‘Well, well, what is it?’’ he asked, 
rubbing his hands as if they were chilly. I 
told him what I wanted, and he replied: ‘‘ You 
must excuse me.” Putting on his weather- 
beaten derby, he added: “I am going out.” 

I told him that I would go out with him. 
He smiled as he buttoned his faded overcoat 
and stepped out. It was raining. I asked 
him to take my umbrella, for it was larger than 
his, and, as we turned into Forty-second 
Street, we exchanged umbrellas. He was 
going, he said, “just down the street,”’ to Dr. 
Paxton’s Presbyterian church, to prayer- 
meeting. At the church door he said: “‘Good 
evening! we part here.” 

But I, too, went in to prayer-meeting. 
When Mr. Sage bowed his head, sodidI. The 
meeting over, I rejoined him at the church 
door. I had prayed in that meeting, and now 
my prayers were answered. For as we walked 
back through the rain to his house, Russell 
Sage answered my questions ‘‘for publica- 
tion.’”” We both forgot the exchange of um- 
brellas, and the skeleton of his umbrella is 
still in my attic. 

In Madison Square Garden I interviewed 
Mark Twain. ‘An interviewer,’ drawled he, 
“usually makes a dignified man ridiculous and 
a silly man sublime. I know I’ve written 
some poor stuff, but the worst I ever wrote 
was better than any published interview with 
me. I should like just once to interview my- 
self, to show the possibilities of the inter- 
viewer.” 

Since then I have written an article headed: 
“Interviewing Round the World.” In Lon- 
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don, Sir George Newnes printed every week in 
one of his journals a page of ‘‘Ten-Minute 
Chats with Celebrities.’ The ‘furnished 
house for the season’”’ in the Garden of Eden, 
alréady mentioned, was paid for by that page, 
which in the course of three months included 
chats with a hundred notable men and women 
of many nations. 

Then I went to Stockholm for an interview 
with the King and Queen of Sweden. Can 
one ever forget that drive to the palace in an 
open landau, in full evening dress and white 
kid gloves, at noon? Mr. Thomas, the Amer- 
ican Minister, was my sponsor, and in the 
library of the private apartments of their 
majesties the Lord Chamberlain presented 
me. The King and the Queen shook my hand 
American fashion, and, all three of us seated in 
very straight-backed chairs, there followed an 
interview of half an hour in English. Cer- 
tainly King Oscar II. that day helped a free 
lance to make a living; for not only was the 
story of the chat written and rewritten, but, 
with the secession of Norway, one could not 
write fast enough about ‘‘The King Who Has 
Lost Half his Kingdom.”’ 

More desirable than an interview with a 
celebrity, from an editorial point of view, is an 
arti-le bearing the celebrity’s name as. author. 
Men of national fame seldom have time to 
write for publication. Therefore articles are 
often written for them to sign. The writer 
usually has an interview with the great man 
and gets his ideas. Of course, the busy man 
reads the manuscript before affixing the signa- 
ture whereby he approves it; and, altogether, 
the “signed story’”’ is more authoritative than 
the interview, and accuracy is assured. 

A magazine article, then, by Senator A—— 
or by General B , may have been written 
by a hack and signed by the statesman or 
soldier. ‘I want some signed stories from 
you.” This telegram I received from the 
Sunday editor of a New York daily. He 
wanted me to write on certain subjects and 
get what he called “big’’ men and “big” 
women to sign the articles. In the course of 
time that Sunday editor printed thousand- 
word articles on ‘Success In Law,” by ——, 
a distinguished jurist; ‘Wall Street Omni- 
potent,” by , a mighty financier; 
“Women Voters,” by , a famous club 
weman, and other articles “by’’ equally 
“big’? men and women. 

Then the editor of a weekly illustrated 











paper asked me to get “big names’’ for 
stories of from 3,000 to 5,000 words. I went 
to Washington. In time the weekly adver- 
tised the fact that it would contain articles 
on ‘Future Cuba,” by Senator This; “ Fil- 
ipino-Americans,”’ by Senator That; “Con- 
gress At Work,” by Senator The Other, and 
articles on other national topics, all under “big 
names,” few of which were not in the roster 
of the Senate. About that time a correspond- 
ent, standing in the gallery of the Senate and 
pointing to the august body, said: ‘‘ Behold 
the editorial staff of Weekly.” 

My compensation was from $45 to $75 for 
each article. The amount to be paid to the 
distinguished men for signing the articles was 
left to my discretion, with a limit of $300. 
At first I paid $100; then there came a day 
when I was obliged to give a certain senator 
the whole $300. I think he told his confréres 
of the advance in the autograph market; for, 
after that, it was difficult to get the signature 
of any senator for less than $300. 

In New York, too, I pursued for a time this 
method of making a living by writing. My 
paper ran articles by a political Demosthenes; 
by a Croesus of the insurance world; and by a 
Boer Napoleon who, having been released as 
a prisoner of war from a Bermuda stockade, 
was in New York on his way to South Africa. 
At the Union Square Hotei he and a score of 
his brothers-in-arms met in solemn conclave 
to vote upon the question of the acceptance 
by their general of the check that I offered 
him for his signature. They voted to accept 
the money, ‘‘to be devoted to the payment of 
the homeward steamship passage of needy 
Boers.” 

When a public man’s opinions can be set 
forth in an article without first interviewing 
him, it is sometimes better to postpone 
negotiations with him until one is ready to 
hand him the manuscript ready for his signa- 
ture. A labor leader came into national 
prominence during a strike. His salary as 
the head of a miners’ organization was almost 
equalled by that of his stenographer. In a 
single month he could have made a sum 
exceeding his year’s wage by writing for 
magazines, for he was besieged by editors. 
All such requests he declined. I went to the 
scene of the strike with my pockets filled with 
his speeches, aggregating 30,000 words. The 
speeches I compressed into an article of 3,000 
words, and on a Sunday afternoon when the 
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leader was least busy I handed him the manu- 
script. Then and there he read the article 
and signed it. Yet three days previously he 
had said ‘‘No” to my telegraphic request for 
just such an article. Does not the explana- 
tion of such incidents in the writing life lie 
somewhere in the realm of psychology? 

The majority of notable men and women 
of course will not sign articles of which they 
are not the real authors. Men of science, the 
heads of government bureaus and even sena- 
tors are among those who, upon the request 
of editors for articles, insist upon doing the 
writing themselves. Such articles are wanted 
by editors who prefer “big names’’ in their 
pages rather than “human interest’’; for the 
articles that the big men write themselves 
are usually about as interesting as govern- 
ment reports. For such articles I have paid, 
or offered to pay, in behalf of periodicals, 
sums ranging from $100 for a congressman, a 
mayor of Chicago or a minister to Venezuela, 
to $1,000 for a former President of the United 
States or the late Thomas B. Reed. One 
afternoon I went from bureau to bureau in 
Washington arranging with government ex- 
perts for articles for which I paid $1,700. 
Magazine editors other than the one that I 
represented wanted articles from those ex- 
perts, but I had cornered the market. Not 
long afterward a New York daily paper said, 
editorially: ‘Aware that underpaid Washing- 
ton bureaucrats make money ends meet by 
writing magazine articles, we should like to 
express sympathy for readers.” 

Once I inadvertently commissioned two 
United States senators to write articles on the 
same subject simultaneously. A senator from 
Massachusetts said that he did not think that 
he could have the article ready within the 
two days allowed. Therefore I went to a 
senator from Nebraska, who promised the 
article within the forty-eight hours. I had 
just mailed the Nebraska senator’s article to 
New York when the Massachusetts senator 
telephoned me saying that his article was 
ready. Here was a dilemma. Two articles 
on the same subject, and $600 for what 
should have cost $300! But my editor 
printed both articles, and paid for both, 
smiling at my blunder. 

Shall the free lance write short stories? If 
you are willing to fuss over one story for art’s 
sake, and produce only a few stories a year, 
receiving a high price from certain magazines 
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wherein ideas are enshrouded in fine writing, 
and to wait six months cr more for checks, 
you may make a living writing short stories. 
But, if you are of the temperament that 
thrives rather upon large sales and quick 
payments, as manufacturers of other kinds of 
merchandise do, you can make a better living 
writing articles. In London I sold seven 
short tales, and not till a year afterward was 
the last of the checks in payment in my hands. 
Meantime, for a publishing house in Ludgate 
Hill, I wrote a thousand-word article every 
day for three months. The price was three 
guineas for each article, and every six days I 
received a check for eighteen guineas. 

There are writers that are happiest in doing 
a cash business over the counter. They care 
nothing for so-called fine writing, and neither 
do most editors. The man who writes as a 
business writes facts; and he finds joy in the 
craft by which he invests those facts with a 
human interest for the reader’s sake. This 
free lance has written more than one hundred 
short stories, twenty-one of which were 
gathered in a book that stands on his shelf, 
entitled “The Loves of Twenty and One.” 
On the same shelf are ten large scrap-books 
filled with articles written for periodicals. It 
is the miles of words in the ten large scrap- 
books that paid the rent, bought the boy’s 
shoes and made the butcher obsequious. 
Short stories may supply salad, but it is the 
articles that yield the soup, the steak and the 
potatoes. By writing fiction the free lance 
of ordinary talent may eat and drink; but it 
is the writing of timely facts for the larger 
market that means “and be merry.” 

What chance has the free lance who writes 
poetry? I took a long trolley ride out of 
Newport to see Mrs. Julia Ward Howe, who 
said: “Poetry is not one of the paying arts.” 
But with all our materialism the business man 
pauses in the pages of a magazine to read a 
poem. Here lies the young poet’s chance. 

This is a commercial era, and we are a com- 
mercial people. Therefore it is not strange 
that the writing of things commercial pays 
better than the writing of things poetical. 
Nor is the writing of advertisements (‘‘read- 
ers’’ rather than ‘‘displays’’) the least inter- 
esting work, nor the most prosaic work, of 
the free lance. I have enjoyed many days 
in the inferno of a steel mill, the bedlam of a 
shoe factory, the tropics of a sugar refinery, 
the owners of which wished to draw public 
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attention to their wares; and days deep in 
mines whereof shares were for sale; days 
riding through plantations that needed the 
fertilizer called publicity; days at summer 
and winter resorts where hotel managers 
prayed for patrons; days reading the ‘‘ Works 
of ,’ which required reviews that were 
really advertisements; followed by days 
writing ‘‘write-ups’’ that I wanted the adver- 
tising managers of the factories, mines, 
plantations, resorts and “Works” to approve 
for publication at a price “per agate line’’— 
though editors paid me for the writing regard- 
less of the advertisers’ yes or no. A maker 
of tooth powder pays me regularly once a 
year $100 for a 500-word “‘reader.”” Tooth 
powder! Shades of Charles Dudley Warner 
and of Oliver Wendcll Holmes! The Literary 
Man is aghast! But when one is writing for a 
living, a whole living and nothing but a living, 
tooth powder is just as interesting as back- 
logs or teacups. John Strange Winter, in 
London, told me that the writing of a booklet 
advertising hair restorer required more of her 
art than any of her 105 novels. 

Every mere magazine writer yearns pos- 
sibly once in his life to become a publisher. 
For my own part, from the famous poet’s 
grandson aforesaid, I bought for $1,000 cash 
a short-story magazine entitled Romance. 
Then I rented offices having seven windows 
on Broadway and another seven windows on 
Fortieth Street, and on those fourteen win- 
dows I emblazoned my name in gold leaf. 
Within were my circulation managers, adver- 
tising managers and general managers; also 
my associate editors ard cashiers; also my 
easy chairs and crimson velvet rugs. The 
American News Company held back my first 
check for three months, and when’ the check 
at last arrived I tried in vain to make it pay 
my cashier’s stipend. Meantime I signed 
promissory notes for my sword of Damocles 
and my car of Juggernaut—paper and print- 
ing. Trucks amazingly laden backed out- 
side my fourteen windows, and the drivers 
came in and piled so many bundles on my 
crimson velvet rugs that eventually they had 
to mount stepladders. Thus Himalayas tow- 
ered amid my various managers, Himalayas 
of “returns” from the American News Com- 
pany. The contents of Romance gave me no 
bother, absolutely none. I wrote most of the 
short stories myself under various names; 
and what little space was lett in the back 
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pages I gave to stories by Rudyard Kipling, 
Hall Caine, J. M. Barrie, Anthony Hope and 
Sir Conan Doyle—all bought by the yard, 
feet and inches from a story syndicate. 

Every millionaire whom I had ever inter- 
viewed sent me one dollar for a subscription 
to Romance; this in response, of course, to an 
engraved invitation from the publisher to 
contribute. When I had no more million- 
aires to conquer, I turned the money that 
they had sent me into an appropriation to 
send circulars to the breadwinners of the 
country. The breadwinners, however, were 
not as enthusiastic about Romance as the 
millionaires; and the result was that while 
waiting for the breadwinners to pay my bills 
I had to pay those bills myself, and hence at 
the end of ten months as a publisher my 
legacy from a loving aunt +-* vanished. I 
was in Newport saying to my hearth-partner: 
“Tsn’t this fine, dear, this being a publisher? 
All you have to do is to hire managers to 
make money for you.” Just then I received 


word that the bank cupboard was bare. To 
my general manager I telegraphed: ‘Sell 
Romance. Get $1,000 if you can.” After 


seven days of planning how we should make 
that $1,000 pay our personal expenses until 
I could write some magazine articles, I re- 
ceived this telegram: ‘Cannot sell at any 
price.” To which I replied: “Give it away.” 
After two weeks of hard labor that general 
manager did induce the Parisian Magazine 
to accept Romance as a gift. I have since 
been making a living by writing—only that 
and nothing more. 

““Now you must join us,” wrote an officer 
of the Authors’ Club. Yes, the free lance had 
become a real author. ‘Why not write a 
book?” a publisher had said to me the day 
on which the news came of the blowing up of 
the Maine in Havana harbor. ‘There will 
be war sure,”’ he added. ‘‘ Why not bring out 
a Cuban war novel the day war is declared? 
As you are going to Havana anyway, you will 
get local color and all that.’’ Aboard ship on 
the way to the Cuban capital, I worked out a 
plot that thrilled me, filled me with joy. In 
Havana I devoted two days a week to writing 
the novel. I needed the remaining days for 
the ‘“‘sure”’ articles that I consigned to New 
York periodicals by every steamer. The 
fourth week I sent up the manuscript of the 
book, having produced in eight working days 
a 40,000-word war novel. 
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The day war was declared ‘‘ Anita, the Cu- 
ban Spy,” was for sale in the land. From 
New York I started that night for Chick- 
amauga, where the army was to mobilize. 
On the train I bought a copy of a New York 
paper. ‘A Book that Scorches,’’ was the 
heading over a column review of the first of 
the war novels—‘‘Carnage and Hairbreadth 
Escapes on Every Page.’’ Inthe Washington 
office of the Southern Railway the general 
passenger agent said to me: “What! You 
wrote that dreadful book? Well then, you 
should be helped to escape from society.” 
And he gave me a pass to Chickamauga. In 
rapid succession twenty editions of “ Anita’”’ 
were issued. At Chickamauga, Tampa, Jack- 
sonville, Key West, wherever there were sol- 
diers, there also was “Anita.” Every trans- 
port in General Shafter’s expedition to San- 
tiago was ballasted with “Anita.” In its 
fiction the army wanted gore. It wanted to 
read of the frenzied hero in the act of doing 
terrible things by way of remembering the 
Maine. The army got what it wanted in 
“ Anita.” 

I thovght that I was making money writing 
ooks. Three books beside ‘Anita’ I wrote 
for that self-same publisher. When he owed 
me $2,750 he failed. Years afterward I re- 
ceived a check for $27.50 for “‘settlement in 
full.”” About that same time, however, a 
New York publishing house paid me $6,000 
for the ‘‘copy”’ of the book—not fiction, but 
a portly reference work on industrial subjects 
—which elicited that invitation from the 
officer of the Authors’ Club. There is a living 
in writing books for cash on delivery of the 
manuscript. 

The free lance returned then to his first love, 
the work of the special correspondent. Speed- 
ing hither and yon, he usually pays his travel- 
ing expenses himself, in order to keep Time 
as his slave, even ‘‘on the road.” Always he 
remains free of the daily papers, because the 
daily pays thirty cents to the magazine’s full 
dollar; and because of the reasons cited by Sir 
Alfred Harmsworth when he dictated the fol- 
lowing for me: “Hasty and inaccurate daily 
journalism in America has created a nation 
of doubting Thomases. ‘I don’t believe it,’ 
or ‘It is only newspaper talk,’ say the readers. 
To offset the haste and inaccuracy of the 
daily is the province of the weekly and the 
monthly. <A correspondent of a daily who is 
sent, let us say, te a foreign country to 
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‘cover’ an event of deep significance, is ex- 
pected to cable the whole story the very day 
of his arrival. Superficiality is sure to char- 
acterize such a report. On the other hand, 
the correspondent of a weekly or a monthly, 
sent to the same place to get the same story, 
is given time to get at the basis of facts, to 
find the hidden truths. Not until he is master 
of the situation is he expected or asked to 
write.”’ 

Yet in the life of even the special corre- 
spondent of the weekly or the monthly, come 
what may be called “‘emergency calls,’’ com- 
parable to the “hurry calls”’ of the physician. 
The evening President McKinley was shot, an 
editor telephoned me to have the whole story 
in the office by seven the following morning. 
In that all-night of telephoning for facts and 
of banging the typewriter I made $75. 
Again, President Schurman, of Cornell Uni- 
versity, could be interviewed only on the 
train from New York to Ithaca. On my ar- 
rival in Ithaca an editor telegraphed me to 
hasten to Kansas to “‘cover’”’ the publication 
of the Rev. Charles M. Sheldon’s “As Christ 
Would”’ edition of the Topeka Daily Capital. 
That assignment kept me in Kansas three 
weeks, although I had left New York to be 
gone only one night. On another occasion, as 
I stepped ashore after four days spent on a 
rocking pilot-boat off Sandy Hook to write 
of ‘‘Pilots Courageous,” a boy handed me a 
note from an editor asking me to hasten by 
the first train to the coal-mining region of 
Pennsylvania where a great strike was agita- 
ting the country. On the train-to-Scranton 
I had to write the pilot story, in order to be 
free to gather the facts for the story of ‘“‘The 
Coal Dust Twins, Messrs. Striker and 
Scab.”’ 

An editor telephoned me on Thursday: 
“Can you sail with me Saturday for Europe?”’ 
“Yes!”” “Then meet me on the ship, for I 
have no time to see you before sailing.’’ As 
the ship steamed down New York Bay, I 
asked: ‘‘Why are we going to Europe?” “I 
want you,”’ was the answer, ‘‘to get the facts 
in Berlin, Paris, London and St. Petersburg, 
and write a series of articles on ‘The American 
Commercial Invasion of Europe.’ ”’ 

That year I crossed the Atlantic six times, 
making three round trips; for besides the trip 
to get the material for the “‘Commercial In- 
vasion’’ articles, I made separate trips 
through the poorest counties of Erin’s Isle, 
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mostly in carts, to write ‘‘The Depopulation 
of Ireland”’; and through the slumberland of 
Alfonso XIII to write ‘‘Americans Now Wel- 
come in Spain.” 

Last January an editor telegraphed me: 
“Can you go on a thousand-mile horseback 
ride and hunt in Texas and Mexico with a 
party of capitalists, starting to-morrow from 
New York?”’ Ten days later I was in the 
mesquite wilderness beyond the Rio Grande, 
changing camp every night, riding fifty miles 
or more every day. 

Having finished the thousand-mile ride, I 
went to an Arizona ranch to get the story of 
“The Cowboy at Home.” There at mid- 
night came an editorial telegram saying: 
“Can you join Colonel at El Paso for 
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another hunt in Mexico? Rush.” By seizing 
my boots, bandana and cartridge-belt and 
spoiling forever the broncho that got me to 
the railroad, I reached El] Paso in time to 
join the mighty hunter. In the Sierra Ma- 
dres we were thirty-six hours without water, 
and when we reached water there was no wood 
to make a fire to boil it. In the shade of a 
cliff dweiling I wrote my story. 

In responding to these emergency calls of a 
writing life, one is born again and yet again. 
There is the exhilarating effect of new faces 
and new places; there’s the novelty of differ- 
ent subjects to write about day by day, every 
sentence a joy in the building, and the wonder 
is that all men and women do not begin 
making a living by writing. 


OUR MIX-UP IN SANTO DOMINGO 


THE STORY OF OUR INTERVENTION AND ITS RESULTS—THE BLACK REPUB- 


LIC AND OUR STRATEGIC NEEDS—A CHAOS OF DISORDER 


IN A LAND OF 


UNDEVELOPED RICHES—THE RIDDLE OF THE DOMINICAN PRESIDENT 


BY 


EUGENE P. LYLE, JR. 


(The first of a series of first-hand articles about our control of the Caribbean) 


' N Y HEN the Santo Domingo Govern- 
ment broke down in meeting its 
financial obligations we heeded 

its appeal for-help. But the treaty with the 
West Indian republic still hangs fire. The 
Senate has yet to have its say. Meanwhile 
our fleet down there has been costing us at the 
tate of $2,000,000 a year. Why should we 
take all this trouble for the Dominican Re- 
public? What are ourinterests there? What 
relation does Santo Domingo bear to our 
future control of the Panama Canal? It was 
to answer these questions that I began my 
investigation of West Indian conditions with 
Santo Domingo, and it is the romantic story, 
which unfolded itself, that I set out here to tell. 
In Santo Domingo the spirit of individual 
‘independence”’ makes torpid all human en- 
deavor except the lust for power and plunder. 
The Dominican, a combination of Spaniard 
and African, exaggerates the pride of one and 
the insolence of the other. His composite dis- 


‘ 


position is a sullen readiness to quarrel. The 
whiter he is, the more courteous; the blacker, 
the better natured. But the mongrel is the 
rule, and his spirit of independence is the inde- 
pendence of the individual. Its regalia is 
the pistol. Man or boy, he must carry one 
on his hip, the bigger the better, and two if 
possible. The sale ci weapons is rigorously 
prohibited, but he buys a smuggled one worth 
$2 for $50, starving himself for months to 
save the money. Thereafter, at the first 
breath reflecting on his precious manhood, the 
firing begins. Fusillades are the normal order 
of the day in Santo Domingo. 

Since the time of Diego, the son of Colum- 
bus, Santo Domingo has gained her indepen- 
dence three times, twice from Spain and 
once from Haiti. Still not content, Domini- 
cans have fought Dominicans, each one for 
his own idea of liberty. But to buy the 
powder the Dominicans had to _ borrow 
from foreign adventurers, at enormous dis- 
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count and shameless usury. These debts 
they naturally have failed to pay. Constant 
fighting left the fertile country a wilderness. 
Even the rice and potatoes came from abroad. 
Presently the foreigners wanted their money 
back. Their bailiffs were warships. There- 
fore the Dominicans asked us, the American 
people, to help them. And we too are con- 
cerned in these foreign warships. The men- 
ace to the Dominicans happens to be a menace 
to ourselves. Their obstreperous spirit of lib- 
erty becomes for us a vital personal affair. 


HOW SANTO DOMINGO GOT INTO DEBT 


The immediate story may conveniently be- 
gin with 1884, when ‘‘a nasty looking nigger,” 
Ulysses Heureaux, nicknamed “‘Lilis,’’ came 
into power. The anecdotes of his cruelty and 
ghastly humor, of his corruption and licen- 
tiousness, are becoming a kind of folk lore, 
repeated darkly to fascinated listeners. A 
Porto Rican paper catalogued his crimes. The 
list made several columns. Two thousand 
victims is the usual estimate. Most of the 
foreign claims now pestering Santo Domingo 
date from his time. The money borrowed 
went to the tyrant for his own licentious and 
spendthrift purposes, and he allowed the ob- 
ligations to be doubled or trebled on the 
lender’s bond. At last, weakened by ex- 
cesses, his brain softening, the coarse Negro 
wanted still more money. Custom houses, 
concessions, monopolies, all had gone to the 
usurers who exploited his appetites. He is- 
sued paper money. Even a tyrant may not 
do that. The people would not take the 
worthless fiat. Terrible confusion spread 
everywhere. Revolutionists arose. Finally 
Lilis was shot by Ramon Caceres, whose 
father he had had murdered. Caceres is now 
vice-president of Santo Domingo. 


THE RISE OF PRESIDENT MORALES 


After the death of Lilfs, on July 26, 1899, 
Juan Isidro Jimenez was “‘elected”’ constitu- 
tional president, and Horacio Vasquez vice- 
president. There was trouble from abroad. 
The fiddlers for all the music of Lilfs were sug- 
gesting that they be paid. But Jimenez took 
back the custom houses from the foreign cred- 
itors who had been installed there, among 
them certain Americans. The United States 
Government dropped upon him hard, with 
demands in behalf of three claimants who 
thought that they should have $6,000,000. 
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One was the Santo Domingo Improvement 
Company, called also the “‘ Destruction Com- 
pany,” or, more briefly, the ‘‘Imp Company.”’ 
The second was the Clyde Steamship Com- 
pany, whose monopolistic concessions had 
been attacked, and the third claimant was 
Juan Sala, a Spaniard doing business in New 
York. Jimenez contended that their accounts 
should be submitted, but claimants in Santo 
Domingo are sensitive on this point and the 
three declined. The dispute went on for 
more than a year, while meantime Jimenez 
was having other troubles. At last Vasquez 
got up a revolution and put Jimenez out. 
Vasquez tried to be honest, but—another 
revolution, and Alexandre Wos y Gil was pres- 
ident. He would recognize none of the ar- 
rangements Vasquez had made for settling 
American demands, but issued a booklet to all 
the powers inviting them to arrange for a 
neutral sea around the island. He had Ger- 
many particularly in mind, and he hoped to 
exclude the United States from Samanéd Bay. 
Our chargé d’affaires, W. F. Powell, protested. 
He broke off relations and our warships were 
on the point of starting. But—still another 
revolution. 

In this, in which Jimenez was the leader, 
one of the captains was Carlos Morales, 
who is now president of Santo Domingo. 
He had been a wild young priest. He 
had taken the robe, it is said, to escape 
persecution from Lilfs. But Lilfs had exiled 
him just the same, and he had also been in 
jail on a charge of squandering, or pocketing, 
$60,000 for revolutionary expenses while a 
collector of customs. He had also been a 
diputado, or congressman, while still a priest. 
Later he doffed the priestly robe to marry 
and settle down. He is a man of education. 
He knows English and French, and lived in 
the United States for a while. He is almost 
white, with Spanish features and kinky hair. 
In his splendid boyish black eyes there is a 
look of daring. He reveled in fighting and 
he was crafty. He did not have the qualms 
of Jimenez about shooting rival politicians. 
This was the man, then, who led the forces 
of Jimenez against the capital. But on ar- 
riving, he found that Gil had been ousted al- 
ready by the followers of former President 
Vasquez. He entered, however, without pro- 
test, and, being in, declared himself provisional 
president. The adherents of Jimenez were 
enraged, They started still another. revolu- 
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Morales was losing ground until Puerto 
The way it fell 


tion. 
Plata fell, January 18, 1904. 
is worth the telling. 


THE FARCICAL BATTLE OF PUERTO PLATA 


Morales sent up a general named Cespedes 
to take it, with about 700 men. The Jimen- 
ista general who held the town was Deschamps, 
with about 300 men and five generals. In 
the harbor was the Detroit, under Commander 
Dillingham, and the British warship Palace, 
under Captain Robinson. They asked Des- 


champs how many men he had, and, when 
Deschamps said several thousand, they sug- 
gested that probably he would have no objec- 
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tion to fighting in the open. Deschamps, be- 
ing thus caught, said, “‘ Assuredly not.” Then 
Dillingham sent a messenger to Cespedes, and 
Cespedes readily agreed to the proposal. The 
proposal was this: There should be a dead 
line marked off by flags on the outside of the 
town. Deschamps was to station his force 
beyond this line and there fight Cespedes to 
his heart’s content. But if he was driven 
back of the line he“%was to consider himself 
beaten and surrender under guarantee. On 
the other hand, Cespedes was not to follow 
Deschamps past the line into the town. For- 
eign consuls and clubmen hired carriages, and 
rode out to the dead line to see the fight. 
Cespedes appeared. Deschamps was waiting 
for him. Armies and generals did some 


THE FORTRESS AT THE ENTRANCE TO THE RIVER TO PROTECT SANTO DOMINGO CITY 
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valiant shooting among the cocoanut palms. 
Deschamps fell back under the gay flags flying 
from the branches, but, instead of surrender- 
ing, he kept on until he reached the fortress, 
and right behind him came Cespedes. Then 
the two naval men interfered. They kept 
Cespedes at the foot of the hill where the fort- 
ress is, and went inside to consult with Des- 
champs, who, after a council of war with his 
generals, surrendered. 


THE UNITED STATES CALLED UPON 


About the same time a Clyde steamer was 
being escorted up the river to the capital by 
a launch from an American warship. Shots 





were fired. The American engineer of the 
launch fell over dead. Immediately the war- 
ship anchored outside, shelled the brush, and 
dispersed the revolutionists there. The siege 
was raised. Morales had agreed to recognize 
a protocol with the United States, and now, 
January 20, 1904, Mr. Powell formally recog- 
nized him as provisional president. This en- 
abled him to borrow from merchants as the 
de facto government, to import arms, to de- 
clare hostile ports blockaded. It enabled him, 
in a word, to subdue the country and become 
president in fact. In the end only one revo- 
lutionary plague spot remained—and this 
was Monte Cristi, often called the Indepen- 
dent Republic of Monte Cristi, because the 
governor there was usually as supreme as 
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THE WHARF AT SANTO DOMINGO CITY WHICH PAYS A DIVIDEND OF $2,000 A MONTH TO THE CONCESSIONARIES 


a feudal baron. The rebel leader at the time 
was Desiderio—Desiderio Arias—a sullen, il- 
literate ruffian. Morales fought him to the 
last ditch, but could not see how he was to 
take the last ditch. So the Republica Domin- 
icana and the Independent Republic of Monte 
Cristi concocted a treaty of peace in June, 
1904. Desiderio recognized Morales as presi- 
dent, and Morales made a governor out of 
Desiderio. Desiderio thereupon supposed that 
he was to have the custom house also, but 
while he was gloating over the spoils there 
came against him an American admiral. 


THE GRAFT OF THE “IMP” COMPANY 


The chain of events back of this develop- 
ment began when Morales agreed to the pro- 
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tocol with our Government. His Minister of 
Foreign Affairs, Juan Francisco Sanchez, and 
Mr. A. C. Leon as secretary and interpreter, 
proceeded to Washington to arrange for arbi- 
tration. It must be remembered, by the way, 
that the arbitration board which met in Wash- 
ington did not go into the validity of the 
claims. The board’s only function was to 
prescribe the method of collection and pay- 
ment. The Senate, however, when it was 
called upon last spring to ratify a treaty 
whereby the claims might be collected, de- 
sired to know first why they should be col- 
lected. An investigation of the justice of the 
claims before enforcing their payment was to 
the Senate’s mind the more logical procedure. 

According to the official gazette of Santo 


THE TREE AT SANTO DOMINGO CITY TO WHICH COLUMBUS IS SAID TO HAVE TIED HIS CARAVEL 


























OUR MIX-UP IN SANTO DOMINGO 674i 


Domingo published last March, the exterior 
debt is $27,005,848.81, and the interior debt 
is $32,896,074.04. But these figures repre- 
sent only what the creditors demand. Of 
the foreign debt there is the Belgian claim of 
$21,198,054.35, and the claim of the Santo 
Domingo Improvement Company, estimated 
at $4,481,250. 

Whatever facts may hereafter be brought 
to light about the Improvement Company, the 
most damnatory fact of all will still be the 


fervidly bitter denunciation of the concern by 
practically every individual on the island, 
excepting, of course, those who feed at the 
trough. The intense unanimity is startling. 
The Improvement Company there corresponds 
to the Standard Oil Company here. As many 
as fifty Americans, and as many other for- 
eigners besides, whom I questioned, repre- 
senting nearly the total of foreign enterprise, 
all said the same scathing thing. Some would 
add, almost with a hiss, that the foul reputa- 
tion of the Destruction Company had bundled 
all Americans into one classification, of ad- 
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THE SHORE OF SAMANA BAY, ‘THE STRATEGIC HARBOR COVETED BY GERMANY 


venturers and rogues. Consequently they 
found it extremely difficult trying to inspire 
the confidence of a people among whom they 
hoped to build up an honest business. I tried 
the natives also, from the northernmost to the 
southernmost coast. The thing grew into a 
kind of game, to see if the next man would 
say what the man before him had said. And 
he always did. 

“The Improvement?’’ one Dominican re- 
peated, with a shrug and a sharp intake of 
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breath. A pause followed and then the man 
asked, with naive earnestness, “‘ Do you think 
Roosevelt, he make us to pay those people? 
No sir! He put them out, an’ we be free of 
them. It has always been pay money, pay 
money, to them. But they—they cannot 
show the proofs that we owe them anything. 
They do not open their books, no sir. But if 
we only could, we pay them everything, jus’ 
so they get out, out of our country.” 

In his message to the Senate last spring the 
President stated that the Dominican Govern- 
ment had not received more than 50 or 75 pez 
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THE HOUSE OF COLUMBUS—WITH MODERN DWELLINGS IN THE FOREGROUND 


cent. of the face value of the foreign debt, and 
that in cases this debt bore interest of 2 per 
cent. a month on its face. Senator Burrows 
read figures which would indicate that the 
Improvement Company’s original investment 
was only $1,500. It is even known that offi- 
cers of the company, in an outburst either of 
confidence or of triumph, have said that their 
outlay would not pass the $50,000 mark, 


for which they now expected to get 
$4,500,000 from the Dominicans. 

Once several foreigners, practically penni- 
less, came to Lilis, the tyrant, and offered to 
build and operate a railroad from Puerto 
Plata to Santiago, a distance of seventy miles, 
and Lilis agreed. A Belgian company took up 
the bonds, and the Americans (i. e., the Im- 
provement Company) built the railroad on the 





THE PRINCIPAL STREET OF BARAHONA—A TYPICAL DOMINICAN SCENE 
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money. And since then they have been run- 
ning it, too, while the Belgians hold the bonds 
and whistle in vain for their interest. As 
claims against the Government for current 
arrears in repairs and operating expenses 
come before the claims of the bondholders, the 
Americans really hold a first mortgage on the 
road. They were practically given a railroad, 
free of cost or expense. Five-tenths of the 


6743 


provement Company mount up year by year, 
according to the alleged discrepancy between 
the profits and the guaranteed $100,000. As 
the road taps the rich Cibao country, as freights 
are high, as the Company’s materials are ex- 
empt from customs duties, some ingenuity in 
keeping down the earnings may be suspected. 
High salaries would be one way. People tell 
of obscure adventurers in the earlier days of 





A PRIMITIVE DEALER IN PRIMITIVE FURNITURE 


profits were to go to the operating company, 
that is, to the Americans; two-tenths to be 
applied to the interest of the bonds; and 
the remaining three-tenths to go to the 
Dominican Government. But the. Govern- 
ment guaranteed that the operating com- 
pany’s five-tenths should amount to $100,000 
annually. Consequently the Government has 
received nothing; the bondholders have re- 
ceived nothing; and the claims of the Im- 


the company who went away rich. An Amer- 
ican merchant who had seen the company’s 
books told me that the manager was receiving 
$10,000 a year for running seventy miles of 
road! My informant also discovered that the 
purchasing agent in New York was down for 
$500 a month, besides a comfortable “‘rake- 
off,”’ as, for instance, on coal. If the treaty 
means arbitration on the validity of the claim, 
then the Improvement Company will not 
















THE PLAZA AT PUERTO PLATA 


want the treaty. There will be opposition 
from this quarter, and powerful influences at 
Washington will be brought to bear to pre- 
vent its passage. 

The arbitrators on the payment of the Im- 
provement Company’s claims were the Hon. 
John G. Carlisle for the United States, Sefior 
Don Manuel de J. Galvan for Santo Domingo, 
and Judge George Gray as umpire. On Janu- 
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IN THE FERTILE CIBAO REGION 








COLUMBUS'S TREE FROM THE SHORE 
ary 31, 1903, they made an award by which 
the Dominican Government was to pay 
monthly instalments of $37,000 to begin with. 
The United States was to appoint a financial 
agent, who, in case of non-payment, was to 
take charge of the custom house at Puerto 
Plata, and, if necessary, at Monte Cristi also. 
The agent named was Judge J. T. Abbott, 
until then vice-president of the Improvement 




















THE OIL WELL NEAR AZUA, ON THE SOUTHERN COAST OF SANTO DOMINGO 











THE PRESIDENT’S PALACE 


Company. No choice could have been more 
unfortunate. No man except perhaps Mo- 
rales, is more thoroughly hated in Santo 
Domingo. His appointment looked to the 
Dominicans as though our president were 
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‘influenced”’ by the Improvement Company, 
and Americans have had much to do 
since then to convince the Dominicans that 
our Government was not an accomplice 
of the company that exploited them. The 
harm done American influence and Ameri- 
can enterprise by that appointment is still 
felt. 

To make certain the payment of the 
monthly instalments, it was found necessary 
to take over the customs at both Puerto Plata 
and Monte Cristi. At Monte Cristi the 
sullen Desiderio naturally objected, and Ad- 
miral Sigsbee came with his:+ iron. Lieu- 
tenant-Commander Leiper the Detroit, 
an officer well known in the navy for his tact- 
ful calm, was sent ashore in a launch to take 
charge. A mob surrounded him at the cus- 
tom house and pointed their carbines at him. 
He advised them to remove their families from 
the town before they killed him, since within 
ten minutes thereafter the place would be 





THE POLICE OF SANTO DOMINGO CITY BEFORE THE POLICE STATION 


When on duty the police carry rifles 
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THE CUSTOM HOUSE AT SANTO DOMINGO CITY WHERE AMERICANS ADMINISTER THE CUSTOMS 


shelled. And Mr. Leiper is at Monte Cristi 
yet (June). 

But Morales could not feel secure as yet. 
The other ports had to be taken care of, and 
he was not strong enough to do it himself. 
Though vain in his new position, Morales was 
yet shrewd enough to see its weakness. He 
was unpopular. He was reviled as the “‘ But- 
cher Priest.”” Besides, other foreign creditors 
were threatening. Any sunrise might find 
another president at the capital. He appre- 
ciated that he could never sustain himself 
without help from outside. He called to his 
aid the wisdom and might of the United 
States. Entirely on his own initiative he 
hit upon a scheme whereby our Government 
was to act virtually as a receiver for his own. 
His ministers squirmed, but they agreed. 
Our resident minister, Mr. Dawson, advised 
Washington, and the President approved. 
He sent Commander Dillingham as his per- 
sonal representative, and Commander Dilling- 
ham, Mr. Dawson and Sefior Sanchez devised 
a plan for the receivership. It is known as 
the Convention of February 7 (1905), or more 
familiarly as ‘‘the Treaty.”” Without guaran- 
teeing a cent of the Dominican debt, our Gov- 
ernment was to collect all customs, pay 45 
per cent. of them to the Dominican Govern- 
ment for its current expenses, and the rest, 
after deducting the cost of collection, to 
the creditors pro rata. The treaty went 
to the Senate and the Senate postponed 
action, 


The news came as the crack of doom to 
Morales’s aspirations. Revolutionists were 
resting on their arms, waiting. Foreigners, 
business men, the people who wanted peace 
and quiet, every ambition and hope and fear of 
Santo Domingo, hung trembling on that body 
of lawmakers far away in Washington. The 
news meant civil war again, the old violence, 
and burnings, and careless, incessant use 
of firearms. The serious-minded were dis- 
gusted. 

“What in the world is to be done?”’ 

The question was asked by one of a group 
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in the café of the Hotel Frances at Santo Do- 
mingo city. Among them was a civil engineer, 
Mr. A. E. Coulter, who was manager for the 
Habanera Lumber Company, a Virginia con- 
cern. Two hundred miles in the interior he 
had timber ready for shipment, the fruit of 
years of hardship. Turbulence at that mo- 
ment would be heartbreaking. Another of 





MR. J. C. DAWSON 


American Minister to Santo Domingo 


the group was Bartolo Bancalari, the principal 
Italian claimant. Some Americans called 
him “ Bunkolario.’”’ There are dark stories of 
his methods in amassing his claim of several 
hundred thousand dollars. He too wanted 
the treaty. It seemed a quick realization of 


his claim. Two newspaper correspondents 
were also present. 

“But why,” demanded Coulter suddenly, 
“‘couldn’t the same thing be carried out with- 
out any treaty, at least until the Senate meets 
next fall?” 
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It was a 


Everybody’s eyes opened wide. 
bold idea. 

“Possibly that can be arranged,” said the 
cunning Bancalari. 

It happened that the Italian warship Cala- 
bria was at Kingston. Bancalari cabled her 
captain to hurry to Santo Domingo, and seize 
the custom houses previously awarded the 
Italian claimants. The correspondents wired 
the New York Sun and Herald that foreign 
warships were hurrying to the scene, to seize 


and to hold, all because the treaty had failed. . 


The Calabria arrived, and her innocent captain 
made the demand required of him in a high- 
handed and very satisfactory manner. Our 
equally innocent Administration now felt jus- 
tified in taking action. There followed news- 
paper despatches about a modus vivendi. 
The Administration cabled Mr. Dawson, ask- 
ing what these things meant. 

Meantime Bancalari had gone to the Bel- 
gian Minister, to get his consent to the pro- 
posed arrangement. Mr. Coulter went to Mr. 
Dawson, who thought it was just the thing, 
but doubted if all parties would agree. The 
Italians, for instance? He was told that the 
Italians had already agreed. But the Im- 
provement Company would never accept. He 
was told to “leave the Improvement Company 
to Roosevelt.” The thing depended entirely 
on the consent of each of the many opposing 
interests, but with tact and patience Mr. Daw- 
son finished the work. Mr. Roosevelt ap- 
proved by cable, and Morales on his tottering 
stool of power went into ecstasies. 

The modus vivendi was practically the same 
as the treaty, with two exceptions. The 
American collectors of customs were to be ap- 
pointed by Morales, our own President only 
using his good offices to recommend, and our 
warships maintaining, the American collectors 
in the custom houses. And instead of the 55 
per cent. of the revenue going to creditors it 
was to be deposited in the National City Bank 
of New York. Should the Senate later ratify 
the treaty, this money would be paid to the 
creditors as originally intended. Otherwise it 
would be returned to the Dominican Govern- 
ment. At the same time President Roosevelt 
sent Professor J. H. Hollander of Johns 
Hopkins University to investigate the Santo 
Domingo claims. But as the European credi- 
tors are not likely to accept Professor Hol- 
lander’s conclusions, it has been proposed 
by our State Department that an interna- 
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tional board of arbitration be named to pass 
on all the claims and scale them down. 


THE ARRANGEMENT GOOD FOR THE ISLAND 


Toward the last of April the receiver for 
Santo Domingo arrived—Colonel George R. 
Colton—with a staff of experienced men; Mr. 
J. H. Edwards, as traveling auditor; Messrs. 
Joseph Swartz and H. F. Worley, to stop 
smuggling on the Haitian frontier; and Messrs. 
H. Warren Smith and M. Drew Carrel, as 





: ee ea. 
A DOMINICAN GOVERNOR ON THE VERANDA 
OF HIS “ PALACE” 


A typical Government officer under the administration of President 
forales 


assistants in the office at Santo Domingo 
city. 

Stopping at the different ports on his way 
to the capital, Colonel Colton scented trouble. 
;xcepting at Monte Cristi, where Mr. Leiper 
was still in charge, and at Puerto Plata, where 
Judge Abbott had been replaced by Mr. J. C. 
Strickland, all the custom houses were still ad- 
ministered by the native forces. These men 
expected to be turned out to make way for the 
Americans. Colonel Colton made them his 
deputies. He even raised their salaries, but 
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retained a bond from each. It made them as 
happy as children, and they hurried to get 
themselves measured for uniforms. All told, 
the receivership plan in its experimental stage 
may be termed a success, and most certainly 
a credit to the Americans who have the un- 
grateful task of being connected with it. Our 
warships, of course, must be ever near. Other- 
wise the custom houses would be occupied over- 
night by revolutionists. But without the prize 
of revolution there is no revolution. Smolder- 
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THE DOMINICAN GUNBOAT PRESIDENTE AND HER 
CAPTAIN, AN ITALIAN 


This boat was the English yacht Deerhound. which picked up the 
crew of the A/adama in our Civil War 


ing discontent still exists at Monte Cristi and 
in the interior, and a surprise at any moment 
should not be a surprise at all. A plot to 
secede, or to annex itself to Haiti, either of these 
would only bear out Monte Cristi’s reputation. 

The Dominican Government continues to 
receive its 45 per cent. of the customs, which 
is more than it has ever received before. 
Pay days are regular, too, and soldiers, police- 
men, diputados, ministers, all receive their 
salary promptly. This in itself is an innova- 
tion, and the most effective that could be de- 
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vised. Odious as is the hand that feeds them 
their own bread, the Dominicans at heart 
want the treaty. They are now in anxious 
suspense, waiting for action by the Senate. 
But they reserve the right to hate Morales for 
it, and to hate the Americans likewise only in 
a lesser degree. 
And what is their condition to-day? 


MARVELOUS RESOURCES 


The wealth of Santo Domingo is wealth 
gone to waste. The sight is one to turn the 
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wing, restless in the pregnancy of tropical 
warmth, bears and bears again. Forests of 
the costliest woods, fruits, even coffee and 
cacao, grow wild and rot, unnoticed. Hardly 
a valley or a hillside is barren. There are no 
ferocious beasts, no poisonous snakes. The 
climate is never so unendurable as a New 
York summer. With no pretence at sanita- 
tion, the towns, as well as the country, are 
yet immune from fever plagues, and the few 
dwellers in the luxuriant wilderness may 
gorge as they list. When they do rouse 
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MENT. TO ADMINISTER THE CUSTOMS 


(1) Mr. H. A. Smith (2) Colonel Colton (3) 
provident and progressive white man sick at 
heart. In all the teeming West Indies there 
is not a richer island than the island of Santo 
Domingo and Haiti. Santo Domingo, with 
three times the area of Porto Rico, has barely 
one-half the population. Instead of 500,000 
Santo Domingo might support 6,000,000 in- 
habitants, and more, and not have to 
import an ounce of foodstuffs, though 
now her nervous, quarrelsome, backward 
half million do not raise enough to feed 
themselves. 

Yet the loamy earth, as black as the raven’s 


Mr. H, J. Edwards 


(4) Mr. M. D. Carrel (5) Mr. Joseph Swartz 
themselves from their sloth it is with the hot 
passion of warfare. 

In the locally famous Cibao region, de- 
scribed as richer than the mud of the Nile, 
one may travel from dawn till dark and find 
not a sign of plow or ax. Here, as in the 
south also, there are hills covered with mahog- 
any, and never a branch lopped off. With 
good roads, her greatest need, the country 
would not offer its splendid forests in vain. 

The Dominicans number now only a few 
hundred thousand. Their blood is thin, their 
spines weak. With a little touch of the 
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ON THE IMPROVEMENT COMPANY’S HAILROAD AT AN EATING STATION ON THE IMPROVEMENT 
Passenger cars only as big as street cars are cou led to freight trains COMPANY’S RAILROAD 


calenturas they lie down and die. Butthey Turk’s Island and Saint Thomas. Even the 
will not submit to direct taxation. policemen are frequently Porto Ricans. 
When the humblest Dominican does consent 
to hire out, there is nothing servile about it. 
The servants are more often Negroes from Even the Church, so powerful usually 
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THE CLUB AT SANCHEZ | 
Every village has at least one club for men and usually one for women 
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THE CLUB AT PUERTO PLATA 







among a Latin people, is here scarcely per- a country road he is always going home, no 
functory. It cannot even get into politics. matter his direction. He has a family in 
The sanctity of marriage is as obsolete as the 
nation’s constitution. If you meet a man on 





ON THE PLAZA AT BARAHONA 


A pitiful attempt at public improvement in a city that suffers from 
revolutions 
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every neighboring village. A man’s queridas 
do not live in the same house with his wife, 
but their offspring may. A visitor in a prom- 
inent Dominican’s home once asked the man’s 
wife if those were all her children playing 
around. She replied that “these are,’’ point- 
ing them out, but that “the others’’ were 
“only her husband’s.’”’ She said it as a mat- 
ter of course. But the Dominican woman, 
while proverbially loyal, even as a querida, 
yet has her independence too. If of the 
higher class, she goes to the club, her own 
club in a club house. If of the lower class, 
though lacking a club house, she smokes 
cigars with as much freedom as a man. 
Revolution is the way in which the popular 
will is expressed. The Dominican takes up 
his old rifle or machete and sets forth to turn 
out the party in power, with less effort than 
the American who goes a block out of his way 
to the polling booth. Jimenez, let us say, 
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Cristi. He captures the town, he collects the 
customs from the ship. At a blow he has a 
campaign fund. Finally he besieges the cap- 
ital itself. There is a feverish waste of bul- 
lets, at no target in particular, until the ad- 
ministration marches out to capitulate. Jim- 
enez marches in and declares himself pro- 
visional president. Next he calls for an 
“election,’’ and he becomes constitutional 
president; that is, until in his turn he goes out 
and capitulates. Santo Domingo’s record- 
breaking year for exports was 1goo, the one 
year of late when she had no revolution. The 
Dominican’s life is too one-sided. Conse- 
quently he possesses neither agricultural ex- 
perience nor skill. His coffee is badly treated, 


his tobacco badly cured. He realizes that his 
country offers but one lucrative industry, 
which is graft. . 

A system like this makes it very hard to be 
An importer who does not stand in 


honest. 





THE ENTRANCE TO A DOMINICAN HARBOR é 


He wins over the 
The boss of a pro- 


has the presidential bee. 
revolutionary machine. 

vince, such as the daring young Demetrio 
Rodriguez of the turbulent district of Monte 


Cristi, is ready. His machine is always in 
working order. This means that he can lay a 
hand on muskets and ammunition smuggled 
across the Haitian border. He passes a whis- 
per to the smaller jefes, or bosses. Each 
smaller jefe sends out armed henchmen, and 
wherever a henchman appears the Domini- 
can, whether about to harvest his little crop 
or indolently eating plantains under a mango 
tree, stolidly obeys the call to arms. He 
does not mind a few months in the brush. 
He will have the chance to live from some 
other Dominican’s unharvested crop, and, 
while quite willing to be shot at, he may per- 
haps have a chance to shoot his private 
enemy. Then Demetrio proclaims the revo- 
lution. He sets the time cunningly on the 
day a ship is expected in the port of Monte 


with the jefe quickly finds himself crushed by 
the competition of the man who pays only a 
fraction of the duties. Accordingly, until the 
American régime, the biggest houses ‘‘stood 
in.’ The American collectors have had to 
stop goods that were invoiced under weight. 
Rice was packed in two bags, that the second 
bag might enter free. As a result, the 
American collectors are not very popular. 
They are called the ‘‘minions of Roose- 
velt.”’ 

Then there is the system of pagares. An 
importer takes his goods from the wharf, and 
for the customs dues he leaves his note. 
Without security, without interest, he is given 
from ten to sixty days, according to the 
amount. But the Dominican Government 
always needs ready cash. It borrows from 
the importer and givés the importer’s own 
note as security. It pays a discount. It 


pays interest at 2 per cent. a month. The 
Government surrendered one importer’s pa- 
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gare for $10,000 and accepted from him $8,000 
in cash. 

The Government has had to make yet 
harder bargains. It has tendered even its 
stamped paper as security. It has hawked 
postage stamps at a discount. Either may be 
bought from merchants at low rates, as one 
would buy a pawned watch. A merchant 
advanced the Government $10,000, but the 
debt was placed at $20,000, or a discount of 
$10,000. The face of the debt, $20,000, drew 
interest at 2 percent.a month. For security, 
the merchant now holds $40,000 worth of 
stamped paper. Government employees, if 
paid at all, were often paid in this same cur- 
rency, which they would sell to merchants at 
67 per cent. discount. Yet postage stamps 
may be scarce. At Barahona an American 
needed one stamp. The postoffice had none, 
the custom house had none, the municipal 
offices had none. The governor, being ap- 
pealed to, was looking for some himself. 

The Dominicans have been very like chil- 
dren in their ludicrous imitation of the forms 
of modern government. The duties on paint, 
for instance, are assessed according to color, 
red being the most heavily taxed. A cheap 
nickel watch pays $1; a $100-watch pays $1; 
an iron safe pays not acent. Flour, costing 
$4 a barrel in the States, pays $7 or $8 duty. 


CONCESSIONS THAT CLOG ENTERPRISE 


The concessions date mostly from the time 
of the tyrant Lilis. With deadly monotony 
their life is for ninety-nine years. Every- 
thing is covered by them. An American 
amused himself by proposing this or that, to 
see if he might not run upon a concession in 
the way. He invariably did, whether to 
operate a street-car line or import Chinese 
cooues. But there are no street-car lines. 
There are no coolies. A great many conces- 
sions were obtained, and are held, for specu- 
lation only. They close the opening for ser- 
ious capital. 

A few piles and boards, representing an 
outlay of $5,000 or $10,000, count for a 
wharf. Everything loaded or unloaded, 
whether at the wharf or not, pays a tax to the 
wharf concessionary. The Italian claimant, 
Bancalari, owns the little stone landing at 
Samand4. There is a cocoanut plantation 
four miles up the bay. The cocoanuts are 
loaded by lighters on ships anchored opposite, 
but every cocoanut contributes to the wealth 
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of Bancalari. The wharf at the capital nets at 
least $2,000 amonth. It paid for itself within 
a few years. The Clyde Steamship Line has 
done much to foster trade between the States 
and Santo Domingo, but it exacts heavy 
freight rates and heavy passenger fares, and 
the accommodations are not of the best. 
Its ships enter Santo Domingo free of port 
charges. Other ships cannot. 


OPPORTUNITIES FOR CAPITAL 


One cannot be surprised, then, that there 
has been no appreciable foreign industrial in- 
vasion of Santo Domingo. What there is is 
mostly American; but the total of the Ameri- 
can investment will not pass $20,000,000, and 
the important American enterprises will not 
number a score. They are confined practi- 
cally to one field, sugar. Two-thirds of the 
island is adapted to sugar production. For 
the current year the estimated exports are 
60,000 tons. Most of it goes to the United 
States. President Morales has taken off the 
export duty. 

One other American venture in agriculture 
deserves mention. It is the United Fruit 
Company’s banana plantation at Sosua, near 
Puerto Plata, which requires a weekly 
steamer service and is said to pay 20 per cent. 
on a $300,000 investment. There is one big 
timber concern, the Habanera Lumber Com- 
pany. Americans also have bright prospects 
in an oil field of the southwest, capitalized at 
$1,000,000. The oil might serve as a fuel 
supply for our navy, and thus be of the great- 
est strategic importance. 

Santo Domingo, like Haiti and Porto Rico, 
is poverty stricken in railroads. Scotchmen 
are operating sixty-two miles of track between 
Sanchez and La Vega. The only other road 
is that of the Improvement Company between 
Puerto Plata and Santiago, a distance of 
twenty miles. Americans own the wharves 
at Azua and Macoris, but with these the 
list of American vested interests in Santo 
Domingo about comes to an end. Yet 
even so, it is greater than that of other 
foreigners. 

Along the Yacki River, on the rich pastur- 
ages far inland, flocks of sheep roam and 
fatten, without ever being sheared or slaugh- 
tered. The traveler may buy a lamb, pro- 
vided he can find the owner, for ten cents. 
Coffee plants might well cover one-half the 
island, but 4,000,000 pounds is a fair estimate 
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of the export for this year. Other estimates 
are: Cocoa, 250,000 bags of 100 pounds; 
tobacco, 12,500,000 pounds, mostly to Ger- 
many ; Wax, 500,000 pounds; dyestuffs, 1,500,- 
ooo pounds; logwood and dyewood, 5,000 
tons. 

But other articles, some not even on the 
export list, have as yet the zest of unknown 
quantities. Any one of them may hold the 
possibility of wealth. They are rosewood, 
satinwood, cedar, lignum vite and India rub- 
ber; oranges, limes, lemons, pineapples and 
cocoanuts; magnetic iron, sulphur, traces of 
coal, copper, gold, silver, quicksilver, tin, mar- 
ble, salt, platinum and amber. Perhaps there 
are diamonds. Santo Domingo is an unex- 
plored region. 


THE INSCRUTABLE MORALES 


One chance of salvation seems to be per- 
sonified in the president, Carlos Morales. He 
knew that his country was not really bankrupt. 
It needed only administration. He asked 
the United States to be his country’s receiver. 
This was its cure. It made him hated even 
more than he was hated already. But it also 
preserved him in office. And he is Santo 
Domingo’s one present hope. 

“He is not one of your irresponsible, 
promise-making Spanish-Americans,’’ said one 
man to me. “You can talk to him straight, 
and he is as direct with you. And you can 
depend on his doing what he says he will do. 
I believe that he is honestly trying to pull his 
country out of the hole.”’ 

This may be set down as a composite 
opinion from most Americans who have spent 
only a few months in Santo Domingo. A 
business man marveled at his keen insight 
and his quickness to detect a flaw in a tangled 
proposition. According to the standard of 
the West Indies, his integrity ranks high. 
That is, fair-minded ones do not think him 
capable of boodle. But they do not maintain 
that, should he have to flee overnight, he 
would not govern himself accordingly, were 
there anything to pocket. A newspaper cor- 
respondent told me that Morales had sent for 
him and directed that he cable an entirely false 
account of what was then happening, for the 
effect it might have in the United States. 
He was much surprised when the correspond- 
ent explained that it could not be done even 
as a courtesy. One foreigner who knows him 
well described him as vain and _ shallow. 
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There are tales of his wild gallantries as a 
priest, but those who have seen him in his 
home are won to him for the affection which 
he shows his children. The eulogists hold 
that he is too strong to be the tool of poli- 
ticians. Legality, they say, is the watch- 
word of his policy. The morning of his 
inauguration he had two conspirators ex- 
ecuted. But there was documentary proof: 
they had confessed, and they had been tried. 
He will not permit his followers, now that 
they are in power, to pay off old grudges. 
His most serious trouble, then, may come 
from his own party. “He hasn’t shot anyone 
this week,’’ is the most his enemies will say 
for him. And though a stickler for the law, 
he yet bought off a revolutionary brigand, 
Olvédio Santiago, who was firing on the town 
of Azua, for $3,000. 


MEETING PRESIDENT MORALES 


I found him in the Palacio, or executive 
building, which is an old Spanish structure 
on the plaza, with an imposing arcade out- 
side, and a squalid patio, having the air of bad 
sewerage, inside. Slouchy guards, in a non- 
descript yellow khaki, lounged at the en- 
trance. Up a narrow, wooden flight of stairs 
I came toa balcony. The little musty offices 
opening upon the balcony are the different 
ministries, each labeled over the door in black 
paint, as, for example, ‘‘ Ministerio de Guerra 
y Marina.” Another sign requires you not 
to spit. At one corner of the balcony you 
enter the anteroom of the president’s office, 
but just inside you are halted by a high wooden 
grill. There is a hatrack, garnished by 
swords, umbrellas, straw hats and képis. 
There is a broom against the wall, and a patent 
tin washstand. Clerks and secretaries, a 
smart aide in uniform, barefooted natives, 
come and go, or stand and talk. You are 
treated with every courtesy. The aide admits 
you through the picket fence and takes your 
card to a room within. When later you fol- 
low, you come before a man in white duck and 
gold buttons, who has already risen beside 
his desk to greet you. He is the president. 

From his bearing, his features, his con- 
versation, you take him for a white man, a 
typical Spanish-American. Your only clue to 
the mixture of his blood is the kinky hair. 
He is lighter than many an Anglo-Saxon who 
has acquired the heavy tropical tan. His 
cheeks are rounded. The nose is not flat. 
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The lips are not thick, though heavy. He 
speaks with a slight lisp. He is thirty-five 
years old, and of fair height. When he is not 
talking, there is a slight heavy cast to the 
eyes, an almost imperceptible hint of a sneer. 
Once, when he happened to be looking at our 
Minister, who was present, one could imagine 
that the sneer was there then. He talks 
Spanish with deliberation. Speaking of his 
country’s wretched state, he smiles apologetic- 
ally, half humorously. He does not impress 
one as greatly distressed over it. When he 
declared that he wished his country’s progress, 
and hence the coming of foreign enterprise, 
his words, if written down, would be earnest; 
but great earnestness was not the impression 
on hearing them. One feels that he is not 
saying all he thinks. And one has also a 
sense of the strength that lies in craft when 
combined with a smooth exterior. One feels 
that Morales is a strong man because one can- 
not tell exactly how far he would go. 

Later visits were not so formal. Infor- 
mality makes him fairly likable. He talks 
then with animation, betraying an ingenuous, 
a simple nature. The black eyes, shaded by 
long lashes, sparkle with the deviltry of a wild 
and handsome young man who has had his 
triumphs among women. It is hard to re- 
member that he has been a priest, and 
that he forced his way to this unro- 
mantic swivel chair by desperate fighting. 
He is frankly proud of his new position, yet 
with no hint of arrogance. He says “ While 
I am president,” etc., just as the boy might 
plan his first duck hunting. 

On the desk is a telephone, and he answers 
the calls himself. He tells his wife that he 
will be starting for home at once, or gives 
orders for the coaling of one of his two gun- 
boats. The office is small, with oilcloth on 
the floor and long gilt mirrors on the wall. 
Aides and messengers, the governor of a prov- 
ince, merchants who have claims, foreign con- 
suls, all are passing in or out, and when 
Morales wants a private word, he takes his 
man to the wide balcony overlooking the 
plaza. 


THE PRESIDENT’S ADVISERS 


The government employees seem to hold 
him in no awe whatever. The vice-president, 
Caceres, the assassin of Lilfs, is tall, hearty, 
robust, and popular. He demands patronage 
for the Horacista party, and expresses him- 
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self in the little office with vigor. But he is 
no match for Morales in the game of politics. 
His best friend is Velasquez, the minister of 
finance, a hard-working, pig-headed mulatto 
with a Spanish beard and features, whose 
chief duty is to obstruct all efforts that are 
American, though he signed the treaty. The 
Secretary of War is a black Negro, yet also 
with Spanish features and Spanish affability. 
During the last revolution, when he was 
besieging a seaport, he took a little flyer in 
strategy. Hecommandeda gunboat. Troops 
also besieged the town from the land side. 
He conceived the idea of co-operation. In 
the night the land troops were to fire a signal. 
Then he would land, and the two forces would 
attack simultaneously. The signal was fired 
as agreed. But the gunboat kept well out. 
Again the signal, again no response from the 
gunboat. The genius of co-operation ex- 
plained later that he feared the signal was 
only a trap on the part of the enemy. But 
he is a typical Dominican minister. At best, 
it is a government of children, with always a 
possible redeeming hope in the chief. 

The diputados, or congressmen, are lesser 
men yet. Two of them from each province, 
they meet in a hall on the ground floor of the 
Palacio, and give the impression of seedy rib- 
bon clerks assembled as a debating society. 
Their pistols are outlined under their coats. 
They go through parliamentary forms with 
gravity. They make weighty or ardent 
speeches. But they do exactly what the man 
upstairs in the swivel chair tells them to do. 


HOSTILITY TO AMERICANS 


The people themselves do not like us. 
First, there is the sullen antipathy of a 
Southern race to a Northern, and to Northern 
vigor. Second, there is the suspicious nature 
of an inexperienced and weaker people, 
heightened by the propaganda of Europeans 
against us, and also by the ungrateful whining 
of resident Porto Ricans about how they are 
“suffering”’ under the American régime. But 
the Dominicans have had their own. experi- 
ences. The more ignorant believe chat we 
mean to take their island and exact a poll tax 
of each as immunity from slavery. The more 
intelligent are extremely sensitive to our stra- 
tegic needs. But all, except the revolution- 
ary grafters, want tranquility. Yet the only 
method of getting it—by the receivership— 
makes them uneasy, defiant. 











In their revolutions they respect foreigners, 
because foreigners have never been an issue. 
Every town has many flagstaffs, and on 
the outbreak of hostilities up goes each for- 
eigner’s flag, and the Dominicans pass by, to 
slay their own countrymen. But now that 
we have come to be an issue, none may say 
what strange turn a future uprising will take. 

The Dominican seems to turn corrupt the 
moment he gets his hands on public funds, yet 
is in his private life the soul of honor and 
hospitality. He hates a thief. Travelers re- 
late how they have slept in hammocks in na- 
tive huts, with large sums known to be on 
them, yet never have they lost a cent. One 
was called back by his ragged host and re- 
ceived a $10 bill he had dropped. The Gov- 
ernment was once sending money to a town 
to pay the officers there. The burro train 
was stopped by the notorious revolutionist, 
Perrico, who was besieging the town. Perrico 
searched the packs for arms and cartridges, 
but finding none, he apologized and let them 
pass. He knew that the money belonged to 
the Government he was fighting, but he was 
not athief. Agents selling goods declare they 
would rather do business with Dominican 
merchants than with those of Haiti, Porto 
Rico, or Venezuela. 


BETTER CONDITIONS ALREADY 


The mere fact that government employees 
are now paid regularly gains respect for the 
unpopular Morales. His enemies now say 
that he will serve out his term. The Domini- 
can soldier is still a caricature, but at least he 
has a uniform. Instead of buying his free- 
dom, he now attends school in the barracks, 
and if at the end of six months he can read 
and write a little he is discharged. The shop- 
keepers are in many cases remodeling their 
stores. Hotel men are expanding, even fitting 
up bathrooms. Their places are crowded by 
the pioneers of Northern enterprise. Certain 
of the bad concessions are being annulled, and 
are held for the bidding of serious capital. It 
is taken for granted that the treaty will pass 
the Senate this fall, and optimism prevails. 
A high officer spoke with eyes shining of the 
time when his Government would be in the 
same position regarding Haiti as the United 
States is now regarding Santo Domingo. 

Granting the treaty as a fact, optimists say 
that after a few years of customs administered 
honestly there would be a reduction in duties. 
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A lower duty would increase the customs re- 
ceipts, since the imports would grow steadily, 
and the exchequer would quickly find itself 
solvent. Santo Domingo would become a 
market for manufactured goods. The people 
would know how the very bread had been 
taken from their mouths by the former revo- 
lutionary governments. This would mean a 
sentiment against revolutions. A government 
machine, as in Mexico, Brazil and Argentina, 
might be expected. 

Santo Domingo’s chances for making good, 
therefore, would clearly seem to depend on 
the ratification of the treaty by the Senate. 
The island’s foreign commerce amounts to 
$8,000,000 or $9,000,000 a year. For each 
dollar added to Santo Domingo’s buying and 
selling power, our own commerce would be 
increased by at least fifty cents. Future de- 
velopment will be due to Americans. The 
Dominicans themselves have no capital. Thus 
we are very much concerned in the economic 
possibilities of Santo Domingo. 

Then there is the economic aspect of the en- 
tire Caribbean, of South America, and of the 
Asiatic world with its millions of future buy- 
ers. Because of this we are building the 
Panama Canal, or feebly trying to. We must 
protect it. Thus Santo Domingo may be 
primarily important to us for strategic rea- 
sons. If the treaty fails, there will be revo- 
lution and debts repudiated, in which case we 
shall either have to take hostile possession or 
allow another power todoso. Then we would 
have to drive out the other power. Other- 
wise the power would require years and years 
to collect the debt of its citizens. Germany, 
it is believed, is waiting, and ready, to occupy 
Samana Bay at the very first opportunity. 


OUR NEED OF SAMANA BAY 


Samana Bay is a parallelogram cut out of 
the eastern coast of Santo Domingo. It is 
almost an inland sea, nine miles wide and 
twenty-one miles long. Outside and inside 
there are dangerous shoals. The ship’s chan- 
nel at the entrance is narrowed down to a 
passage six-tenths of a mile wide, between an 
island and the mainland. On the other side of 
the island the entrance is blocked effectually 
by a wall of coral. The island is but three- 
fourths of a mile from the mainland, so that 
guns on either would command the entrance. 
But once inside, the channel widens, and 
there are places where our entire navy might 
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anchor. There is such a place behind the 
coral bank. On this reef a breakwater 
might be built for protection against 
storms. 


Samand Bay controls the Mona Passage, 
and the Mona Passage, between Santo Do- 
mingo and Porto Rico, is on a direct line be- 
tween Europe and the Canal. If Guantanamo 
is all that is claimed for it, if Culebra is all 
that is claimed for it, then possibly our chain 
of defences in the Caribbean is ample with- 
out Samand Bay. Then we are safe just so 
long as no other power seizes the bay. But 
Santo Domingo’s neutrality is not inviolable, 
and right here is the gist of the Dominican 
problem. 

The Administration desires the treaty in 
order to evade the necessity of taking a single 
foot of territory. But what of the $2,000,000 
a year which our fleet in Dominican waters is 
costing us? Santo Domingo’s total revenue 
for 1905 is estimated at but $2,900,000. She 
cannot pay the warship item in the receiver- 
ship. And should the fleet be needed else- 
where, we should have to build another fleet 
to replace the ‘‘ Dominican fleet,’’ besides con- 
tinuing to pay the $2,000,000. The negative 
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benefit in keeping other powers out of Samand 
Bay would alone justify the expense, but the 
menace will always be there so long as we do 
not occupy the bay ourselves. But to take 
the island we should have to kill or corrupt 
almost every able-bodied man on it, and, to 
Dominicans and Haitians both, taking Sa- 
mand Bay would be a step toward taking the 
island. 

The difficulty is of the gravest. The 
islanders are too inflammable to appreciate 
that we are only the more immediate menace 
to their territorial integrity. While we might 
be content with Samand Bay, another power 
would not. Only by demonstration can they 
learn that, ourselves being driven into our 
borders for the lack of Samand Bay, another 
enemy, our vanquisher, would inevitably 
swoop down upon them as the spoil of war. 
However, we are averse to the demonstration’s 
taking place. If to save ourselves we need 
the bay, we have only to decide whether we 
shall take it, and save the Dominicans into 
the bargain. The justice of God never in- 
tended that a famished man should allow a 
child to gorge itself sick on a whole loaf. 

San Juan. Porto Rico. 


OF A SPECULATOR 


HOW I BEGAN IN WALL STREET WITH A CAPITAL OF $12,000 AND MADE 


AND LOST MONEY IN 


Y first experience as a speculator was 
M in 1897 during the Leiter wheat 
deal. It was disastrous. I started 

with $12,000 cash. On the rise in the price of 
wheat my profits and principal exceeded 
$40,000 on paper. In the crash I escaped with 
$7,000. During the rise I had resigned from 
my clerkship in a wholesale dry goods house. 
My broker friend, who had advised my origi- 
nal purchase of wheat, was a genuine friend. 
Had I sold out when he advised I should have 
been $30,000 ahead. The outcome was due 
to my own obstinacy. I am convinced that 
it was well for me that I did not succeed then. 
Had I continued to make money speculating, 
failure would have been more emphatic in the 
end. My early success deprived me of sound 


THE STOCK EXCHANGE—THE PENALTY I 


PAID 


judgment (if I had any); adversity at least 
brought me to my senses. 

My friend, who thought that in some ways 
I was rather clever, secured me a berth as 
market letter writer for a stock-brokerage 


house. The chances to gain experience were 
many. My letters were about as bad as the 
average. Talking one day with an old broker 


on this subject, he said: ‘‘ No, I never wrote 
a market letter in my life. Read yours for 
six months back and see if you’re not ashamed 
of yourself.” I did, and my conclusion hardly 
inspired pride. 

My first ventures in the market were lim- 
ited, but luckily I bought, and we were on 
the eve of a wave of rising prices which in- 
creased the value of my purchases. Becom- 
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ing a deep student of the market I tried to 
determine whether the main tendency of 
prices was up or down, and to learn the 
methods employed by the big manipulators. 
There is a “Keene Market’’ as well as a 
“‘Morgan Market,”’ a ““Gould Market,” and a 
“Harriman Market.”’ 

In myearly efforts I would win one week and 
lose the next. Under the strain I contracted 
headaches, nervousness and irritability. ‘As- 
tigmatism and insomnia followed. Often in 
a deep sleep I would awaken with a jump as 
if I had been struck a hard blow. I had been 
dreaming of the market. I have gone to 
sleep only to see the tape on which stock- 
market sales are recorded by tickers crawling 
across the footboard of the bed, spinning a 
lying story, for I never dreamed of a market 
movement that came true. I don’t believe 
in dreams anyway. My astigmatism was fol- 
lowed by indigestion. I tried three physi- 
cians and then an oculist. The oculist cured 
the headaches and the indigestion with astig- 
matic eyeglasses. 

In six months I had acquired a few opera- 
ting principles and I was out $2,400. My 
worst mistake, and I made many, was in fail- 
ing to take losses. At the critical stage I was 
not only weak but cowardly. Often when I 
should have boldly sold out a falling stock 
at a small loss my power of action appeared 
to be paralyzed. This was disastrous, for 
later I would have to sell it at a still lower 
price. 

Presently, however, we ran into a tremen- 
dous rise in the prices of stocks and my hard 
work, or dumb luck, began to make a showing. 
At last I learned to take my losses easily, and 
not to jump for profits as soon as I saw them. 
From an older man I learned to see when a 
market was weak enough’ for buying and 
strong enough for selling. I was extraordi- 
narily lucky, too, in that I was with a firm 
the members and customers of which had 
reputations as money makers. Looking back- 
ward, I believe that the results of my two 
years’ work, a net profit of about $60,000, 
was as much a matter of good fortune as 
of good judgment. 

From the beginning I had nursed the hope 
that some day I should be able to buy a Stock 
Exchange membership. I longed to be a pro- 
fessional ‘floor trader.’’ Then I should have 
no commissions to pay to brokers for doing 
my trading for me. I should not have to fol- 
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low the ticker, which was often five or ten 
minutes late—delays that had cost me hun- 
dreds of dollars through slow execution of 
orders. I believed, too, that a membership 
costing less than $35,000 was a good invest- 
ment. Of the lessons I had learned two 
stood out prominently. First, I must stop 
trading before going bankrupt, if that danger 
threatened. Second, I knew that unless the 
risks were reduced I could not continue to 
speculate successfully. 

On buying my membership I was elected 
and initiated. It took me a year to learn 
to trade on the floor. Six months elapsed 
before I was able to stand on my feet in a 
crowd for five hoursa day. The strain across 
my back and kidneys was intense. Often at 
three o’clock my legs felt as if each weighed a 
ton; and the feeling of the broken back, while 
it may sound amusing, was anything but a 
joke. Everything was new to me, including 
myself. When I was busy I had no time for 
lunch; often when I had the time I did not 
have the appetite. I managed to lose a fine 
appetite, a fair digestion and considerable 
weight. I dearly love a cigar, but I gave 
up smoking. When busy I was intensely 
eager, and the strain meant a matter of 
crowding two days into one; when the market 
was dull, I fretted for a return of activity. 
I became more nervous and abrupt, and 
quieter. Other men were affected differently. 
They talked and drank more than was their 
habit. 

A room trader may be a speculator carry- 
ing ventures over a period; or he may be a 
“‘scalper’’ of 4’s and }’s and trade in one 
stock, that is, a speculator who buys or sells 
when the price of a stock has gone up or 
down } or } of a point; or he may trade all 
over the room in many stocks wherever and 
whenever he can find an active market. I 
intended to trade all over the room, balance 
my contracts before three o’clock each day, 
and to go home with no obligations hanging 
over me, except under extraordinary condi- 
tions. 

It was difficult to live up to my intentions 
I am influenced by a tip when I think it is a 
good one, and I have both made and lost 
money on tips. Another handicap was my 
poor voice. I am of pretty robust build, but 
the dust in the old Exchange building af- 
fected my nose and throat. In the summer 
the air at times was rank. A vigorous voice 




















THE CONFESSIONS 


is not essential to success, for a man may have 
a powerful voice and no brains, but one of 
the best brokers I know has a wonderfully 
clear, penetrating voice. He is often em- 
ployed to bid up or offer down a stock solely 
on account of his voice. At the same time, he 
has a wonderful memory. I recall once that 
he wagered a luncheon for four that he could 
remember every name, stock and price on the 
day’s trading without consulting his book. 
The bet was taken, and he recalled thirty- 
three out of thirty-four. 

Indeed, any good broker should have a 
memory above the average. To illustrate: 
A crowd of men are bidding for stock. A 
man walks in with an order to sell a large 
block of stock. If he sells leisurely to one 
man at a time, some of the bidders withdraw, 
and others try to take the seller’s market 
away by offering the stock at lower prices 
than he. So he walks up, and as fast as he 
can shout “Sold! Sold! Sold! Sold!’ he 
has filled up say five orders. Each sale has 
been made at the same price, but in different 
amounts and to different men. The seller 
must write down each sale, the quantity of 
stock, the price and the name of the buyer. 
He is standing up, jostled by the crowd. Be- 
fore he has started writing the buyers have 
probably run off to other crowds or their tel- 
ephones. At the end of the day all trades are 
compared. Suppose that in the excitement a 
broker has lost the name of a principal to a 
trade? He may be obliged to charge himself 
with a loss of $12.50, or thousands of dollars. 
I myself have made costly errors, and I have 
known others to make worse ones. 

There were days when I could not go 
wrong, when I was in complete and very 
pleasant sympathy with the market. I 
learned to go with the tide at such times—to 
press my luck. There were other days when 
my brain or my digestion was out of order 
and everything I did was wrong. Starting 
with a loss, I would endeavor to retrieve it, 
make a worse loss, and emphasize it in the 
afternoon. It is a fine thing to know when 
to follow up an advantage and when to quit 
a losing game early in the day. Often I have 
made a fine day’s profit between 10 and 10:30 
A.M.; again I have lost more in the first half 
hour than I could make back in the remaining 
four hours and a half. It’s a good thing to 
stay away from panics. You stand to make 
large profits then, but ‘‘the greater the gain, 
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the greater the risk.”’ If you are trading dur- 
ing a panic you are always likely to do busi- 
ness with an insolvent house. 

My first year’s record of purchases and sales 
taught me many things. At the start there 
were consecutive winning days in which I 
would make $25 a day; lose $100 on the 
fourth; come out even on the fifth, and not 
go down on Saturday. I would be out $25 
on the week, the interest on the capital in- 
vested in my membership, my Clearing-House 
charges and the salary of my clerk. I found, 
therefore, that my winning days had to show 
greater profits than my losing days showed 
losses or I could not play the game. 

If I traded for $ and } profits, obviously I 
could not afford to have losses of $ of a point. 
I had to learn to buy, and, if the stock did not 
move, to sell out at once at the same price or 
4 better or 4 worse; to reverse this action 
when selling short; to make quick decisions; 
to learn not to get ‘‘rattled’’; and finally not 
to deceive myself through self-esteem. 

At the end of a year’s struggle, I was very 
tired and very discouraged. Twenty times I 
had wanted to stop, satisfied that I had made 
a mistake. Once I gave it up for two weeks. 
Accidentally, however, I heard some one re- 
peat Jay Gould’s three essentials of a success- 
ful speculator, viz.: The first, Patience; the 
second, Patience; and the third, Patience. I 
went at it again: I persuaded an older mem- 
ber, a friend, to look over my books. I had 
the figures summarized—so many business 


average amounts made on winning days and 
the average losses on losing days; the aggre- 
gate losses; aggregate gains; and total net 
gains—this last was very small. 

How anxiously I awaited my friend’s ver- 
dict. I knew that it would be candid. I 
waited, scarcely breathing, afraid that he 
would say: ‘‘Give it up.’”’ But, no, what he 
did say was: ‘“‘This is not so bad.” I pulled 
a deep breath of relief. “‘At the same time,” 
he continued, “it might be a lot better. I 
haven’t any faith in first winners. First win- 
ners, last losers. 

“Do you remember young ——— of Chicago, 
who came about the same time as you did? 
He lost so much money that he had to sell his 
seat, and he bankrupted his father. He is a 
bond salesman now. Do you recall ——, the 
Jew? Well, one exciting day he got mixed 
up in T. C. & I. When he had his trades 
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straightened out, his father had to take up 
and pay for a bunch of stock that he had 
bought when he wanted to sell. His father 
made him get out, too. It was cheaper to 
pay thesonasalary. Do you remember ; 
the young Californian? Well, he lost so much 
money in his first six months that his mother 
sent him to Europe to cut down his expenses. 
Now, you have done better than either one. 
Go ahead slowly, and don’t overtrade.”’ 

Another trader said tome: ‘“‘The men who 
last longest in this business are not those who 
make big and early winnings. I can count a 
half dozen plungers who have lost most of 
their money in a few years. As soon as aman 
thinks that he knows it all in this place, he 
has uncovered his weakest point. The lucky 
plunger, too, is apt to lose his money as well 
as his health. One of the cleverest traders 
we ever had made a million, but could not 
stand the strain of prosperity downtown when 
combined with the adulation he received up- 
town. He was a fine fellow and as strong as 
an ox, but one day they took him out of his 
office in a straightjacket and drove him to 
Bloomingdale, where he died. The biggest 
room trader of to-day once started to send up 
the price of Sugar stock when it was selling 
at 160 a few years ago, and when he got from 
under the wreck he walked lame financially 
for a year. Now he does not try to make 
prices; he is content to follow them like the 
rest of us.” 

I made a new start and very gradually ac- 
quired the rules of the game. Occasionally 
I departed from my first principles and ex- 
perienced heavy losses. I sold Atchison com- 
mon stock short, and lost severely. That 
was a costly experiment, and Atchison still 
owes me the money. I had a tip to sell 
Amalgamated Copper short at 98 for a tre- 
mendous profit to come. The information of 
a reduction in the dividend and of the dis- 
appointment of the organizers was so sub- 
stantial that I planned to make the deal of 
my career. I sold it short from 98 to 115, 
lost my nerve, and covered all my contracts. 
I had given myself up to this venture, yet a 
casual conversation with an uninformed per- 
son made me abandon my market position. 
That experience cost me one-third of my cap- 
ital. The stock, to be sure, kept on going up, 
to 128, I think, but then it went to pieces. I 
was so exhausted mentally that I had not the 
nerve or the wit to follow it in the great de- 
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cline, on which I should have made huge 
profits if I had kept to my original trades. 

A little Jew taught me a valuable lesson 
on the advantage of rapid action. We stood 
at the ticker. I regarded his market judg- 
ment as sound. He said: “It looks as if 
St. Paul would go up.’’ He walked over and 
bought 500 shares. “If he can buy 500,” 
said I, “I must have 1oo.’”’ I bought it and 
walked back to the ticker. In less than two 
hours St. Paul was down two points. I ran 
across the Jew and said: 

“T thought you regarded St. Paul as a good 
thing.” 

“So I did,” said he, “‘but I changed my 
mind.” 

‘What did you do with your 500?”’ 

“Why I bought it to go up and it didn’t 
start; so I sold out and lost 4 of a point. 
What did you do with yours?”’ : 

“T have it yet.” 

“Well, you’re stupid. If you buy or sell 
a stock and it does not move as you expect, 
get out at once. Dou’t wait. You can al- 
ways get in when it does move, can’t you? 
The game’s here every day, isn’t it? Again, 
never follow me, for I often make mistakes 
and change my opinion of the market at short 
notice—sometimes in less than a minute.” 

I then worked out a system, with the object 
of keeping the risk down to a minimum, for 
in speculating every man is a rule unto him- 
self. 

It sounds strange, but a “‘scalper,”’ thinking 
that prices are going up, may make money, 
when as a fact they go down. From my pur- 
chase and sales book I take this illustration 
of a day’s business: 





No. of shares Stock Price Loss Profit 

Bought 200 Pennsyivania R.R. 139¢ 

Sold 200 1394 12.50 

Suid 100 - 139% 

Sold 200 oY 139% 

Bought 100 ~ 139% 12.50 

Bought 100 ~ 1394 25.00 

Bought 100 si 139% 12.50 

Bought 100 : 1394 

Sold 100 1394 6.25 

Sold 100 a 1394 

Bought 100 Pe 139% 

Sold 200 - 1394 

Bought 100 2s 138% 12.50 

Bought 100 - 138} 18.75 

Bought 100 - 1384 

Sold 100 a 138% 6.25 
$106. 25 
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This is not so simple as it looks. When 
the market opened I thought Pennsylvania 
was going up and bought 200 at 139? (it has 
a par value of $50 a share, and 200 shares is 
equal to one hundred $100 shares). I had 
hard work in selling the 200 at 1394. A com- 
mission broker came in and asked the price 
of the last sale. I told him 1394. Someone 
then bid 1394 for 100 shares, and the new- 
comer offered 139% and I sold him 100 shares; 
in a minute he was back and offered the same 
price for 200 shares. I sold, and in less time 
than it takes to tell a man with a selling order 
was offering the stock at 139%. I leisurely 
took 100 shares at that price. I bought 100 
more at 139$. The market then steadied. I 
bought 100 at 1393, and was then even, with 
a profit of $62.50, and it was 10:25 A.M. 

The market became quieter. The last sale 
had been at 1394, and when a single 100 shares 
was offered at 1394 I snapped it up, and al- 
most immediately sold it again at 139}. Be- 
tween twelve and one the whole market began 
to break, trading set in on a heavier scale, 
and there were large selling orders by brokers 
who act for leading operators. I sold 100 
shares at 1394 just as the downward swing of 
prices started, and, feeling doubtful, bought 
it back at 1394. Instantly I changed my 
view again and sold 200 shares. I then 
bought 100 shares at 138% and 100 at 138}. 
The decline continued. I bought 100 at 1384, 
and in five minutes a rise came and I sold out 
at 138%. It lacked an hour of closing time, 
three o’clock, but I added up my profits and 
went uptown pleased. 

The feeling was different when I finished a 
day like this: 

Price Loss _ Profit 
Sold 200 Amalgamated Copper 64} 


Sold 100 “664 
Sold 100 ‘S * “66 
Bought 400 ‘i “67 = $650 





$650 


This means that one Saturday I had sold 
200 shares of Amalgamated stock at 644. At 
11:45 A.M. the stock was offered at 643, but I 
did not want to take a loss of $25, and so 
closed the day short 200 at 644. My inten- 
tion was to buy 200 shares to offset this 
Monday morning, win or lose, at the opening 
price. I was up in Connecticut over Sunday, 
and on coming down Monday, the train was 
delayed almost two hours. I thought of my 
Amalgamated and of the advisability of get- 
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ting off the train and telegraphing a friend to 
buy the stock, but foolishly did not do so. 

On arriving at the Exchange at 11:30 A.M. 
Amalgamated, to my surprise and disap- 
pointment, was selling at 664, and to make 
me feel even worse it was the only active stock 
in the whole market. Every trader on the floor 
was buying or selling it. I concluded to stand 
to my original trade, believing that there 
would be a reaction. It ran up to 674, then 
started down. With the idea of reducing my 
loss, I sold 100 more at 664 and 100 more at 
66, which made me short 400 shares. To my 
chagrin the bulls forced the price up again, 
and in a fever I ran and bid 67 for 400 shares, 
and got it, with a loss of $650 on the day. 
Days of this kind, however, were few and far 
between. Every one I have had I have pro- 
fited by; each has acted as a teacher Al- 
though I am doing very well, I know that I 
am not nearly as clever as I used to believe 
myself to be. 

The ciosest shave I ever had was just prior 
to the Northern Pacific panic. At 115 it 
looked very high to me, and I sold 300 shares 
short, 100 for a friend and 200 for myself. I 
adhered to my old rule of taking a loss of not 
more than two points, and bought it back at 
117. My share of the loss was $400. Had I 
not bought the stock back, taking this loss, I 
should have been bankrupted. During the 
Northern Pacific panic I did not trade, except 
to oblige a friend, who, handing me a certified 
check, asked me to buy 1,000 shares of stock. 

The life is one of earning one’s bread and 
butter by the sweat of one’s brow. I have 
found that there is no particular exultation 
in winning, but there is a momentary feeling 
of relief and exhilaration in taking a loss. I 
assume, therefore, that I am a good loser. 

Many times I have longed to be a worker 
in a more constructive field. To wear a smil- 
ing countenance when you lose your money 
in an uphill fight may be natural to some 
men, but it was hard for me to acquire the 
habit. 

In my first year, I smiled on occasions 
when the smile pained me as much as it did 
when I was a youngster and had to have 
the barb of a fishhook cut out of my fore- 
finger by a half-blind doctor. Now it seems 
like a good joke. 

I early found myself becoming intro- 
spective, and analyzing my emotions and 
thoughts. I do not say that all speculators 
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do, for some of my friends have the success- 
fully reckless manner of accomplished horse- 
men. Often I have envied them their 
happy-go-lucky temperaments, their care- 
free dispositions. 

Often before making my first trade I feel 
the same momentary reluctance experienced 
when about to take a cold-water plunge. A 
shudder and it is all over. After that the 
fascination of it all has grasped you. Men 
stick to it after their physicians order them 
to quit. Take ——, who coztracted tuber- 
culosis. He wouid not go away, but came to 
the Board every day until he was too weak to 
stand. Eveiu thei he came down to his office, 
and he almost died there. 

Again, ———, too, had tuberculosis of the 
lungs. He went to Colorado and was getting 
better, but came back in the winter, against 
the advice of his physicians. He was ripe for 
pneumonia, and it killed him. Stock specu- 
lators are sufferers from nervous diseases, 
diabetes and kidney trouble; the Wall-Street 
kidney, I believe, would be a joke to several 
physicians if it were not so very serious a 
matter. 

Have we speculators a place in the con- 
structive world of endeavor? Yes, indeed. 
We help make a broad, free and elastic stock 
market. We are an important factor in 
making it easy to dispose of securities at a 
moment’s notice. Our business is not a mat- 


GREAT CHANGES 


GREAT CHANGES IN THE RAILROAD PROBLEM 





ter of blind chance. It calls for severe train- 
ing and capital. The tax on stock sales we 
regard as a mischievous piece of legislation. 
It will hurt us, and some of us seriously. 

The atmosphere of the Exchange in a way is 
indescribable, although once tasted it is never 
forgotten. I suppose that there are other more 
fascinating vocations, but I would rather make 
a living here than a fortune in some other 
field, working for a corporation, for example. 
The news of the world gets to us before it 
gets anywhere else except to the newspaper 
offices. In a sense the atmosphere is that of 
a club; then, again, it is life at high pressure, 
dealing with men, money and things. True, 
one must pursue it at the expense of nerves, 
peace and general health, but it has its com- 
pensations. In good times it is very profit- 
able; in dull times one has to live on one’s 
principal and try to be cheerful. 

It is not a life for one who cannot stand ex- 
citement. I have known brilliant traders of 
nervous temperament obliged to abandon it, 
while men of far less mental capacity, but 
phlegmatic in temperament, succeed. Men 
of very ordinary intellect are the most suc- 
cessful money makers. I hope to be able to 
save money enough to retire before I am an 
old man, or rather before the speculative germ 
has become so strong within me that I will 
be unable to give it up, a condition into which 
some of my associates have fallen. 


IN THE RAILROAD 


PROBLEM 


rHE INCREASED VALUE OF RAILROADS AS INVESTMENTS; THEIR ENORMOUS CONSOLIDA- 
TIONS, DIRECT AND INDIRECT, WHICH OBLITERATE COMPETITION; AND THEIR INCREASE 
OF RATES AS A TAX ON THE BUSINESS OF THE COUNTRY—THE NECESSITY OF REGULATION 


BY 


WILLIAM Z. RIPLEY 


PROFESSOR OF ECONOMICS IN HARVARD UNIVERSITY 


HE problem of legislation for the con- 

| trol of the railroads of the United 
States is attracting public attention 

to a degree unequaled since the experiment of 


1887, when the Interstate Commerce Law was 
enacted. Much congressional and newspaper 


discussion has been devoted to abuses and 
remedies, but comparatively little study of 
the general underlying conditions—apart from 
the specific evils in sight—has been made. 
Perhaps the best way to appreciate these 
economic conditions is to contrast the situa- 
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tion at present with that which prevailed when 
the Interstate Commerce Law was passed, 
eighteen years ago. Is the problem the same? 
In other words, did the ‘‘ Act to Regulate Com- 
merce’’ fail to hit the mark? Cr are the issues 
new, requiring novel modes of treatment? 

Three important changes in the general 
railroad situation have taken place since 1887, 
the date of the enactment of the Interstate 
Commerce Law. These changes are: 

(1) Railroads, from a financial point of view, 
have been transformed from speculative enter- 
prises into substantial investment properties. 

(2) Enormous consolidations are obliterating 
competition, the former safeguard of reasonable 
freight rates. 

(3) The railroads’ power to levy a transpor- 
tation tax upon the business of the country has 
been effectually demonstrated. 

These three factors in the present situation 
merit consideration somewhat in detail. 


INCREASED INVESTMENT VALUES 


Few people who have not studied the re- 
turns appreciate the well-nigh impregnable 
position, as investments, which the honestly 
managed railroads of the United States now 
enjoy. Possessed of monopolies in their rights 
of way and their terminals, which each year be- 
come at once more valuable and impregnable, 
every phase of our wonderful national growth 
adds to their financial strength. The growth 
of transportation in any comm: init is bound 
to be more rapid than the increase either in 
population or in wealth. It appears almost 
as if the volume of transportation in a country 
increased more nearly as the square of the 
population than in direct proportion to it. 
Our domestic population from 1889 to 1903 
increased slightly less than one-third. The 
railroad mileage grew in about the same pro- 
portion. Yet the freight service of American 
railroads surpassed this rate of growth seven 
or eight times over. While population and 
mileage increased one-third, the railroads in 
1903 hauled the equivalent of two and one- 
half times the total volume of freight traffic 
handled in 1889. In other words, the ton 
mileage—representing the number of tons 
of freight hauled one mile—increased from 
68,700,000,000 to 173,200,000,000. 

These figures almost stagger human powers 
of comprehension, but the lesson of their 
relativity is simple enough. If the freight 
business of the United States increased eight 
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times as fast as population or mileage in four- 
teen years, the imagination may easily run 
riot as to its probable magnitude fifty or one 
hundred years hence. 


FREIGHT SEEKING NOW UNNECESSARY 


In 1887 the railroads had to seek the freight. 
Now it is plain that traffic will seek the rail- 
roads. The magnitude and importance of 
this change is revealed also by the vast in- 
crease in railroad earnings. Gross revenues 
of American railroads in 1889 were about one 
billion dollars, and in 1903 they were one 
billion, nine hundred millions, and preliminary 
figures for 1904 show that they have practi- 
cally doubled in the brief period of fifteen 
years. The net income available for divi- 
dends has grown even faster. The increase 
to 1903 was, roughly speaking, about 250 per 
cent.; namely, from one hundred and one 
millions in 1889 to three hundred and fifty- 
seven millions in 1903. There is every prob- 
ability that by 1905 the net revenue will be 
almost, if not quite, three-fold its figures in 
1889. More than twice as much money now 
goes annually to the owners of railroad secur- 
ities as dividends and interest, besides leaving 
surplus earnings for 1903 of about one hun- 
dred and ninety millions available for im- 
provements and surplus. 

Of course, it should be borne in mind in 
making these comparisons that vast amounts 
of new capital are entitled to a reasonable re- 
turn. But the argument, so well justified a 
generation ago, that the risks of railroad in- 
vestments entitled the owners to extremely 
high returns is no longer applicable to the 
present case. On the other hand, no plea 
that these present returns constitute at pres- 
ent an unreasonable drain upon the resources 
of the country need necessarily be enter- 
tained. The point at issue is not whether 
present returns are reasonable or not, but 
whether (having in view the wonderful future 
of our vast territory) the financial future is 
more likely to demand determination of the 
maximum rather than the minimum earnings 
which the railroads shall enjoy for services 
rendered. 


ENORMOUS GROWTH OF CONSOLIDATION 


The second change in railroad conditions 
since 1887 has been the growth of railway con- 
solidation. Scattered and independent com- 
panies are being everywhere aggregated into 
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large systems. Before 1890 a 5,000-mile rail- 
roud was about the maximum. The next de- 
cade, to 1900, witnessed the growth of sys- 
tems to about twice that size. Since then not 
simply consolidation but re-combination of 
systems, each in itself the result of antecedent 
consolidations, has made its appearance. The 
now defunct Northern Securities Company, 
the New York Central and Pennsylvania Com- 
panies and the Gould properties during the 
last five years attained lengths of from 15,000 
to 20,000 miles each; and shall anyone be rash 
enough to predict that the end is yet in sight? 

Nor does the growth of unified and legally 
organized systems represent the full measure 
of growth in this direction. Great systems 
are quietly assuming control of their lesser and 
parallel rivals through investment of surplus 
funds in their securities In this way trunk- 
line territory has been practically closed to com- 
petition. The New York Central first secured 
the Lake Shore, and through it purchased a 
large interest in the Philadelphia & Reading 
Railway. At the same time the Pennsylva- 
nia Company, through the Baltimore & Ohio, 
purchased control of its formerly troublesome 
rivals on the south, the Chesapeake & Ohio 
and the Norfolk & Western. The Baltimore 
& Ohio is also used by the Pennsylvania as a 
cat’s-paw to assist in pulling the Philadelphia 
& Reading out of the fire of competition. 
This last company, thus jointly controlled at 
arm’s length by the two great trunk lines, be- 
comes the principal factor in the great an- 
thracite coal combination, which includes 
four or five other companies. With the 
Vanderbilt-Morgan control of the Delaware, 
Lackawanna & Western and the Lehigh 
Valley, it will be apparent how little room 
there is for competition in this territory. The 
only free lance in any sense is the Erie, and 
rumor has it that the New York Central, 
through the Lake Shore and the Pennsyl- 
vania, is buying into its control at this 
present time. 


SILENT CONSOLIDATION IN THE SOUTH 


In the Southern field similar conditions 
eliminating competition prevail. There are 
two great avenues of approach to the heart of 
the South from Northern centres. One of 
these, east of the Alleghany chain, connects 
Atlanta with New York and Philadelphia. 
The Southern Railway and the Ailantic Coast 
Line both enter the South by this gateway. 
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The other Western approaci, from Chicago 
and St. Louis, is traversed by the Louisville 
& Nashville and a second arm of the great 
Southern system sweeping up around the 
mountains on the west. Thus the Southern 
Railway, operating through both gateways, is 
paralleled on each side by competitors, each 
confined to a single entrance. These com- 
panies long dwelt together in harmony be- 
cause of control by friendly banking interests. 
Peace was, however, rudely disturbed in 1902 
by a piratical stock-market raid which 
wrested the control of the Louisville & Nash- 
ville from its financial sponsors. Harmony 
could be restored only by a re-purchase of 
this control at a much higher price by the 
same interests which controlled the Southern 
Railway. A difficulty then arose as to plac- 
ing the ownership of the Louisville & Nash- 
ville where it would do the most good. Ob- 
viously it could not be consolidated with its 
parallel competitor on the west, the Southern 
Railway, owing to legislative prohibition. 
Control was, however, vested in the Atlantic 
Coast Line, which, as already said, was a di- 
rect and parallel competitor of the Southern, 
but in the Eastern field. Practically, there- 
fore, at present the great Southern system, 
with its two arms reaching up and around 
the Alleghany Mountains, is now paralleled 
throughout by a similar two-armed system, 
made up of the Atlantic Coast Line running 
northeast, and the Louisville & Nashville, 
which runs in the direction of Chicago. And 
so close is the agreement that both great 
systems, once fighting for Chicago business, 
in 1901 joined hands and bought up the 
Monon Route together, exactly as the Nor- 
thern Pacific and the Great Northern jointly 
acquired the Burlington for the same purpose. 
Here would be competition indeed between 
two giants traversing the same territory were 
it not for the fact that the Atlantic Coast Line 
has long been practically administered as an 
adjunct rather than a rival to its great com- 
petitor. Thus has another great area of the 
United States been consolidated to « standstill. 

Did space permit, the same tendencies could 
be shown to have attained similar results in 
the far West. The facts are well known, and 
the present agitation is a direct result. 


INTERCORPORATE OWNERSHIP 


The progress of railroad consolidation from 
1889 to 1903 may be shown in another way 
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by the official data of the Interstate Com- 
merce Commission. In fourteen years out- 
standing stocks and bonds of railroads owned 
by the public increased by $1,897,000,000, or 
25 per cent., attaining a total of $9,263,- 
000,000 in 1903. Meantime, railroad owner- 
ship of such securities—that is shares or roads 
owned by other roads—increased four times 
as fast. Such intercorporate ownership, 
whether as the investment of surplus or for 
purposes of control, increased more than 100 
per cent., to a total of $2,318,000,000. 

In other words, railroad investments in 
other railroads have been growing about four 
times as fast as ownership by the general pub- 
lic, until, in 1903, about one-fifth of the out- 
standing issues of railway stocks and bonds 
were owned by these corporations themselves. 
This tendency has been more accentuated in 
the second half of the fourteen years under 
review. Fully one-third of these vast accre- 
tions occurred within the three years since 
1900. Two full years have elapsed since then, 
characterized by still further growth of con- 
solidation. The Pere Marquette, the Ontario 
& Western and the Gould systems, to say 
nothing of minor roads, have engaged atten- 
tion. Take the case of the Union Pacific 
Railroad. Five years ago its holdings of ‘* mis- 
cellaneous securities’? were eleven millions. 
In its annual report for 1904, this item stood 
out two hundred and eleven millions, mainly 
stocks of other roads with a few bonds. In- 
cluding its holdings through auxiliary com- 
panies, its investments have grown in five 
years from ninety millions to three hundred 
and forty-two millions in 1904. Such tenden- 
cies as these all over the country are worthy 
the most serious attention. 


THE BURDEN OF THE LEAN YEARS 


One of the two things is bound to happen, 
either of which is most momentous from a 
public point of view. Most of these railroad 
investments by railroads have been made in 
a time of unalloyed national prosperity. 
Stocks have been purchased by the creation 
of other securities issued as collateral by the 
parent companies. If based on _ inflated 
values, these operations will entail impossible 
burdens in a series of lean years. The parent 
companies can escape bankruptcy only by 
raising rates in order to make their purchased 
roads earn dividends and interest on a ficti- 
tious basis. What would happen, for ex- 
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ample, to the Atlantic Coast Line Company 
if the Louisville & Nashville, instead of show- 
ing a small profit in unusually prosperous 
years, as at first, should roll up a huge de- 
ficit one of these bad days—which is sure to 
come? 


IF DIVIDENDS BECOME A FLOOD 


The other horn of our dilemma affords even 
more suggestive possibilities. Suppose these 
railroad investments in other railroads should 
all prove profitable. If the Reading Railroad 
enriches the Baltimore & Ohio, that company 
will merely turn over a still larger surplus to 
the Pennsylvania Company. If the Burling- 
ton road serves its present corporate owners 
as well as the Lake Shore has the New York 
Central, and as a financial duct pours its 
revenues into the treasuries of the Great Nor- 
thern and the Northern Pacific Companies; 
and if the Union Pacific, which owns large 
blocks not only of Northern Pacific and Great 
Northern, but also controls a majority of 
Southern Pacific Railway stock, should turn 
over its accumulated surplus to still larger 
consolidations, what then? Ownership hav- 
ing been effectively concentrated in a few 
parent companies, all these streams of divi- 
dends would unite to form a veritable flood of 
wealth for the few fortunate individuals who 
have foreknowledge of the course of events. 

Suitable counterpoises of non-voting stocks 
and bonds enable control of these parent com- 
panies to be held with comparative ease. 
How cleverly it has been worked out in the 
Rock Island Company. This vast system, 
comprising 15,000 miles of line with outstand- 
ing securities aggregating more than five hun- 
dred and fifty millions, is in the hands of a 
board of nine directors. Five of these, enough 
for control, are chosen by a majority vote of 
only forty-eight millions of preferred stock. 
The control of nearly six hundred millions is 
wielded by twenty-five millions; not even this 
necessarily owned, but possibly borrowed or 
carried on margin. Needless to add that such 
controlling stock is closely held by promotion 
insiders. They constitute the residuary lega- 
tees of the railroad profits of every company 
owned, leased or controlled. 

This is our dilemma, then. Such an in- 
verted financial pyramid, if it prove its 
worth, must unconsciously enrich the few who 
control it—the public danger of the over 
wealthy. If it threaten to prove top heavy, it 
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can be upheld only through larger exactions 
from the shipping and consuming public—ex- 
tortionate rates; while, if it topple over, 
vast losses must come to the innocent public 
which provided nine-tenths of the real capi- 
tal investment—witness widespread bank- 
ruptcy. 

It is now too late to forbid the already ac- 
complished experiments in high finance, but 
it is noi ‘oo late for the people to assert a 
power of control over railroad revenues which 
shall forestall or discourage imitation in the 
future. This involves no campaign against 
property rights. It is, forsooth, the property 
of the people which demands protection. 
President Roosevelt is neither socialist nor 
communist. He voices the demands of the 
people that their sacred property rights shall 
be respected. 


COMPETITION AND FALLING RATES 


The third change in general conditions since 
1887 is indicated by the movement of freight 
rates since 1900. For the better part of a 
generation transportation charges had been 
steadily falling, by reason of the increasing in- 
tensity of competition between railroads or 
markets. This long-standing decline of rates 
continued without interruption after the 
passage of the Act to Regulate Commerce 
until within five years ago. An adequate con- 
ception of the importance of this fact to the 
people is indicated by the figures of the aver- 
age revenue to the railroads for each ton of 
freight hauled one mile. In 1867 this was 
nearly two cents per ton (1.92)—a fair pas- 
senger rate to-day. In 1900 this charge had 
fallen to less than three-quarters of a cent 
(.729) per ton-mile. For Massachusetts, 
where returns have been carefully compiled, 
the relative decline of rates has been even 
greater. Ton-mile revenue was 3.11 cents in 
1871 and fell to 1.22 cents in 1902. 

The well nigh universal opinion among traf- 
fic experts as well as among shippers and 
the public at large was to the effect that these 
low freight rates had come to stay. Their 
decline was attributed to the spread of the 
railroad net—an inevitable consequence of 
the growth of the country. Their depressing 
influence upon net earnings, it was believed, 
could be offset only by greater economies in 
operation and by the decreasing proportionate 
cost of service as the volume of the traffic 
augmented. Almost as a gift of nature the 
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boon of cheaper freight rates seemed destined 
to fall into the lap of the public. The natural 
safeguard of competition seemed to obviate 
all danger from an extortionately high level 
of charges; danger, if it existed, was rather to 
the investor than to the general public. 


THE RISE IN RATES IN RECENT YEARS 


But the experience of the last five years 
has rudely shaken the belief of the people that 
competition would naturally provide against 
an unreasonably high level of transportation 
charges. Freight rates have been sharply ad- 
vanced all along the line. As to the exact 
degree, and also as to the relative justification 
for these increases, opinions differ. Miles of 
type have been devoted to heated argument 
about them. The Interstate Commerce Com- 
mission, the United States Industrial Com- 
mission and the Senate Committee this 
spring directed attention to the problem. No 
denial of the fact that increases have been 
made is offered, even by the most ardent de- 
fender of railroad interests. Obviously, the 
immediate question is about the relative 
amoutit of these increases as compared with 
the general rise of prices. 


THE ISSUE : MEANS OF CHANGING RATES 


Over and above this detail of the question, 
however, looms the real issue, touching the 
means by which the changes have been ef- 
fected, and, most important of all, the shadow 
which they cast over possibilities for the 
future. As to the immediate changes, the 
carriers attempt to show that the in- 
crease has been in general only about 5 per 
cent.—considerably less in fact than the gen- 
eral rise of all commodity prices during the 
same period. The proof for this rests upon 
the movement of the figures for revenue per 
ton of freight moved one mile. This for the 
railroad system of the United States was .724 
cents in 1889, rising to .763 cents in 1903 
These figures as thus used are, however, only 
superficially indicative of the changes that 
have taken place. They entirely fail to reach 
the core of the matter. For in the first place 
the latest available figures as here stated are 
for 1903, whereas other increases have oc- 
curred during the two years since then 
elapsed. In other words, present conditions 
are by no means fairly represented by the 
figures for June, 1903. Of much greater im- 
portance is the fact that these increases have 
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not been evenly distributed among all classes 
of goods and throughout all parts of the 
country. The greater proportion of railroad 
traffic measured by tonnage has not in fact 
been seriously affected at all by these changes. 
For many rates when determined by compet- 
itive conditions outside the United States, or 
otherwise beyond the control of each indi- 
vidual carrier, could not be increased at all 
without sealing up the outlet to a possible 
market. It is only on non-competitive goods 
that advances may be made effective. To in- 
crease freight rates on wheat or beef destined 
for Liverpool would effectually shut out the 
American producer. Even on cotton, de- 
spite our national importance in that field, the 
freight which may be charged directly reacts 
upon ourcompetitive power in foreign markets. 
The same considerations in inverse order 
apply to the vast volume of commodities im- 
ported into the country. These goods, espe- 
cially with the existence of a protective 
tariff, intended to be prohibitory, cannot af- 
ford more than a limited addition to their 
selling price on account of freight rates. he 
traffic, if it goes at all, has its transportation 
charge definitely fixed by these competitive 
conditions. 


WHERE THE BURDEN OF INCREASE FALLS 


A recent conference of railroad managers in 
Chicago brought out the fact that most of the 
import traffic for this current season of 1905 
is being carried on less than the traffic rates. 
It is plain that whatever increases in revenue 
are to be made by the carriers must be levied 
upon the purely domestic, the local, or the 
otherwise non-competitive traffic which the 
railroads enjoy. A vast amount of freight is 
also moved on special or commodity rates. 
These are issued entirely irrespective of the 
standard or class rates, to enable some shipper 
who otherwise might not be able profitably to 
reach a certain market to engage in competi- 
tion for the trade. It is the common opin- 
ion among railroad men that approximately 
three-fourths of all the tonnage of the rail- 
roads goes on such schedules. This means 
that the rates on this proportion of the ton- 
nage so fixed by competitive conditions can- 
not be raised at will. 

Thus most of the burden of making pro- 
vision for additional revenue falls upon the 
standard or high-grade freight, much of which 
is domestic and the greater part of which is 
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more or less local. Taking the figures given 
by the carriers for the increase in ton-mile 
revenue of 5 per cent. on all traffic, and con- 
centrating this entirely on one-quarter or one- 
fifth of the tonnage, we should have an in- 
crease of 20 or 25 per cent. between 1900 and 
1903, leaving aside the other increases which 
have characterized the last two years. 


EFFECTIVE DEVICES FOR RAISING RATES 


The increase of freight rates, even on the 
standard or high-grade traffic, has been most 
unevenly distributed. In fact the inequality 
or unscientific distribution of the increases 
constitutes a serious ground of complaint at 
the present time. Few of the changes have 
beén made by directly increasing the tariffs. ° 
That was the crude way in which the carriers 
had ineffectually sought in previous years to 
arrest the downward course of rates. These 
new changes have not only been more subtle, 
they have also been effected in many cases 
by means which emphasize the irresistible 
power of the railroads over the public—pro- 
vided they all act together. 

The greater part of the increases have been 
made by the changes in classification. Goods 
enjoying third-class rates have been lifted into 
second-class and so on. Inasmuch as classi- 
fication is effected not by the individual rail- 
roads but by the associated railroads through- 
out large territories, unity of action has been 
as effectually secured as if it had been done 
by the chairman of a railroad pool. 

Besides changes in classification, additional 
burdens have been laid upon the shipper by 
many other devices. Almost universally the 
minimum carload rating has been increased. 
Traffic by the carload is carried for much less 
than in small lots. In many instances, a 
shipper who formerly enjoyed carload rates 
for the shipment of 24,000 pounds now finds 
that he must pay on a minimum lading of 
30,000 pounds. In other words, if his carload 
weighs less than that amount he must never- 
theless pay the tariff rate just as if it were 
loaded to that full capacity. And instances 
are not wanting of minimum carloads placed 
so high for light and bulky commodities that 
the shipper is compelled either to pay prac- 
tically less than carload rates for the whole lot 
or else to pay the carload rate on a consider- 
ably larger amount of goods than by any 
possibility could have been loaded upon a 
single pair of trucks, 
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In yet other ways—by the abolition of de- 
murrage, by the prohibition of free storage 
privileges in cars, by seeking to withdraw re- 
turn transportation for cattlemen, by the in- 
crease in charges for switching and terminal 
delivery, by increased fees for icing refriger- 
ator cars or feeding or bedding stock—have 
the total charges been increased. And great 
restlessness among the shipping public has 
been engendered as a result—a restlessness not 
as much conditioned by the mere magnitude 
of the changes, many of which are justified 
by the generally increased costs of operation, 
as by the fact that they indicate indubitably 
the utter impotence of the public when the 
carriers all agree to act in unison. 


THE VAST POWER OF UNITED RAILWAYS 


The significance of this fact can scarcely be 
overstated. It is less the matter than the 
manner of the changes which rivet attention. 
Endless discussions as to whether this or that 
particular increase was justified by the gen- 
eral rise of prices distract attention from the 
main point. Formerly shippers had to deal 
in the main with single railroad companies. 
To-day the public, every merchant and every 
community, are confronted with a colossal 
power, constituted of all the railroads acting 
in unison—this, too, in spite of anti-pooling 
and anti-trust laws of the most stringent sort. 
It is the irresistible character and universal 
scope of these freight-rate changes which 
menace the future. A citation from a July 
decision of the United States Circuit Court for 
Southern Georgia, concerning the increases in 
freight rates on lumber, aptly illustrates this 
point. We think of cotton as the great staple 
of this region, yet, strange as it may seem, the 
tonnage of lumber shipped from these South- 
eastern states is eight times as great as the 
traffic in cotton. Nearly ten million tons of 
lumber were hauled in 1903, an increase of 
about 50 per cent. in volume over the output 
two years earlier, in 1901. By April, 1903, 
rates had been already increased from nine or 
ten cents per hundred pounds to Ohio River 
crossings, to thirteen or fourteen cents. And 
then on top of these increases of 30 or 40 per 
cent., and despite the enormous expansion of 
the business, came the announcement of a 
further rise of two cents per hundredweight. 
This constituted an additional tax amounting 
to about $132,000 a year upon the main in- 
dustry of the region. Was it justified by the 


GREAT CHANGES IN THE RAILROAD PROBLEM 


circumstances? Costs of operation per unit 
were higher, to be sure; but was not the vast 
enlargement of the business and the increase 
of net earnings, as on the Southern Railway 
from 1889 to 1903 of over 50 per cent., more 
than a counterweight? Certainly the United 
States Circuit Judge, upholding the Interstate 
Commerce: Commission in condemning the in- 
crease, seemed to be of that opinion. 


THE NECESSITY OF REAL FEDERAL CONTROL 


“After careful consideration of the exten- 
sive record,” this learned Judge continues, 
“there seems to have been an utter absence 
of excuse or justification for the concerted 
action of the railroads which advanced the 


rates on lumber throughout the South.” Our - 


main point is not yet clear. We continue to 
quote from the same opinion: # 


‘A highly significant feature of this case is the 
fact that the rates complained of are the result of 
concert of action on the part of the members of the 
Southeastern Freight Association. In that 
territory, as regards every interest dependent upon 
the transportation of commodities, the action of the 
association is more authoritive than the firman of 
the Sultan or the ukase of the Czar. . . . The 
marked increase of charges did not originate from a 
normal or unreasonable exigency of the respondent’s 
business. On the contrary, it was an arbitrary ex- 
action imposed by a combination of railroad agents 
made in restraint of the natural movement of the 
produce in the lumber trade.” 


The same thing has occurred in all the 
changes, arid sometimes they have been down- 
ward, in trunk-line territory. Or if, for rates 
on merchandise from Western cities into the 
South—a bone of contention for twenty years 
or more—it seems advisable to do it by 
shrinking the proportion of the total charge 
north of the Ohio River, the process is equally 
simple. The Southern Railway and the 
Louisville & Nashville—fierce competitors, to 
be sure—jointly control the Monon line into 
Chicago. On a given day an identical notice 
is served to the world by every line in the 
business. All together now—heave away! 
and the thing is as good asdone. What if the 
acts in themselves are reasonable—does that 
touch the real question before the American 
people? A power too vast and arbitrary is 
loose among us. And there is but one remedy 
for the condition. Real, efficient control, and 
not sham supervision, by a Federal adminis- 
trative commission is the need of the hour. 
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MR. JEROME AND HIS SON PLAYING GOLF ON THE LINKS WHICH CROSS HIS GROUNDS AT LAKEVILLE, CONN, 





Courtesy of Mr, John A. Henneberry 


A MAN 


THE STORY OF THE DISTRICT ATTORNEY OF NEW YORK 


COUNTY, A UNIQUE 


FIGURE 
BY 


IN OUR PUBLIC LIFE 


M. G, CUNNIPF 


NEW YORK reporter once telephoned 
to the proprietor of a gambling house 
who had defied the law for years and 

said, inquiringly: 

“We have heard that you were raided this 
evening. Is it true?’’ 

“No, it isn’t true,’ 
“Me run a gambling house! 
giving us?” 

“But our information came from the Dis- 
trict Attorney’s office,’’ objected the reporter. 

“Oh, Jerome told you, did he?” came after 
a pause. “Well, if you got it from Jerome, 
it’s straight. I was raided, and you can take 
it from me, young feller, that anything Jerome 
tells you is on the level—I don’t care what it 
ws.” 


replied the gambler. 
What are you 


It is just because the public, too, believes 
this that District Attorney Jerome, of New 
York, has become a unique force for good in 
our public life. He has told us things that 
have made many a cuddled delusion wriggle 
with discomfort—the Kansans that their 
prohibition law is a sham, cultivated New 
Yorkers that the shames and evils of the city 
are “up to them,” college men that they 
shirk their duty, public officers that they 
compromise with political corruption, reform- 
ers that they deceive themselves. 

“T believe,” he said one day, ‘‘that, some- 
how or other, telling the truth is better than 
lying, if only for the man himself;’’ and then 





he added, “besides, you have the satisfaction 
of knowing that you have announced what 
many other people think and daren’t say.” 
He has told the truth as he has seen it so 
frankly, with such an audacious disregard of 
consequences, that he has gained the public’s 
confidence, as a “‘straight’’ man with some- 
thing to say always will. What a man like 
this has done, as well as what he has said, is a 
story worth the telling. ‘The career of 
Grover Cleveland,” he once remarked in 
private conversation, “‘is an inspiration to 
every American.” There is inspiration in 
his career, too. 

His father was Lawrence Jerome, a well- 
known New York lawyer, a Democrat, who 
made and spent money freely, entertained 
well and widely, once befriended Richard 
Croker at a critical moment, and knew and 
took part in the intimate life of diversified 
New York. His uncle was Leonard Jerome, 
whose eldest daughter, as Lady Randolph 
Churchill, became a force in British politics. 
His father’s closest friend was William’ 
Travers, after whom he was named. As a 
boy, slight and not strong, he studied with 
tutors, one of whom, now a clergyman, led 
him to choose Amherst for his college. Here 
he worked hard, with brilliant results in 
mathematics and in chemistry and other 


sciences. He had then, as now, a mania for 
exactness. On graduation he entered the 
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Columbia Law School, from which he gradu- 
ated in 1884 to enter a law office, which he 
soon left for private practice, with Daniel 
Nason as his partner. Here, then, was a 
young man, a born and bred New Yorker, 
knowing the city as he had learned it in a 
typical New York home, meeting the shock of 
life in criminal law practice—in the most 
cynical and sophisticated little world in the 
whole unregenerate metropolis—while satu- 
rated with the passion for reform, the idealism, 
the Puritanism that a New England college 
breeds into the bones of its sons. Mix those 
elements: A New York boy. A New England 
college graduate. A Puritan and a reformer. 
A New York criminal lawyer, a man whose 
acquaintance with the evil side of city life 
might well make him heartsick, cynical, or 
both. Add energy and originality. There 
you have Mr. Jerome setting out to do the 
task nearest his hand as well as he might, and 
to accomplish as much more as he could to 
establish his ideals. 

An older brother, a brilliant young Harvard 
graduate, who died, had been an assistant 
district attorney. “Travers,” as he was 
called, thought he was capable of filling a 
similar office. His father said to Mr. Croker: 































Photographed by Edwin Levick 
TALKING TO REPORTERS AT HIS DESK IN THE 
DISIFRICY ATTORNEYS OFFICE 
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THE HOUSE ATS RUTGERS STREET IN NEW VORK S 
FAST SIDE, WHERE MR. JEROME HAS BEEN LIVING 
UNTIL RECENTLY 


_ 


“My boy wants to be assistant district 
attorney. I want the place for him, not be- 
cause he’s my boy, but because he will make a 
good servant of the County of New York.” 

District Attorney Fellows appointed him. 
Entering upon his duties as assistant district 
attorney, he learned enough of the office to 
know jus. where it needed reform. Often a 
political leader would drop in and whisper 
behind his hand: ‘Have $s case con- 
tinued,’’ and it was done. Important papers 
would mysteriously vanish. Juniors of the 
staff were not above suspicion of corruption. 
Cases dawdled through the courts. Justice 
saw with a squint. The word was passed one 
day to Mr. Jerome, ‘Don’t prosecute that 
case hard. Lose it.” It is reported that he 
replied merely with a glance through his great, 
round glasses of just the chilly kind that to-day 
sometimes makes the chair beside his desk 
the most uncomfortable spot in New York. 
He convicted the man. This was bad enough. 
But presently he took part in an unsuccessful 
anti-Tammany campaign. Naturally he went 
back to private practice. Tammany could 
put no tag on him. 

In his private practice, as associate counsel 
defending Carlvle Harris, charged with poison- 
ing a girl with opium, he spent months in 
preparing a brilliant case. He was associated 
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with Judge Goff in prosecuting the Lexow 
investigation, and shortly afterward managed 
the campaign that elected Mayor Strong. 
The new Mayor appointed him Justice of the 
Court of Special Sessions, a new court, the 
constitution of which he had helped Mr. Elihu 
Root, now Secretary of.State, to draft. This 
is a court midway between the municipal 
courts of police magistrates and the Court of 
General Sessions, where felonies are tried. It 


TF os. 


MR. JEROME IN THE AUTOMOBILE IN WHICH 


has jurisdiction over minor crimes. Three 
judges sit at once, of whom one presides. 

His friends advised him not to accept the 
appointment—a police justiceship was no 
position for a man of ambition. But here the 
quality of the man showed itself. 

“There’s work to be done there,” said he. 
“There’s police corruption. There’s gam- 
bling. There’s graft. There’s persecution of 
the poor of the East Side. If the city needs 
cleaning I’ll do what I can to clean it. I too 
good for the place! I wish I were big enough 
to fill it as it ought to be filled.” 
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‘But there’s nothing you can do.” 

“Watch,” said he. He had talked the 
matter over with the Committee of Fifteen, a 
body of reformers banded to give their time 
and money in an effort to purify the city. 

Judges of Special Sessions not only sit 
and try cases, but they also have magisterial 
power—as the Mayor of New York has, too. 
They can make investigations. They can 
issue summonses and warrants. Judge Jerome 





¢ : " 
Photographed by N. Lazarnick 


HE MADE HIS SPECTACULAR CAMPAIGN TOURS 


tried cases. “Jerome!”’ said a court officer 
at the tail of a cynical criticism of another 
magistrate. ‘“‘When the law says ‘a year,’ 
Jerome don’t give a man eleven months, nor 
yet thirteen. Jerome, he gives him a year.’’ 
But, with the Committee of Fifteen and Dis- 
trict Attorney Philbin helping, he also gave 
New York such a lesson in what a magistrate 
may do that his name became a watchword. 
Mayor Strong went out of office and Mayor 
Van Wyck came in. “Jerome’’ filled the 
headlines of the daily papers. 

The odious “System” had begun its car- 
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nival of corruption. The policemen, under the 
notorious Chief Devery, blackmailed gam- 
blers and disorderly houses, which ran full 
blast under “protection”? bought by the 
tribute they paid. Daily Judge Jerome issued 
search-warrants and subpoenas. The chief 
attack was on the gambling houses that the 
police professed themselves unable to find. 
Raid after raid took place. Judge Jerome 
took part in some himself. He would smash 


all precedent by holding court in a raided 


JEROME: A MAN 


People he had hurt called him “tin soldier” 
and ‘“‘Carrie Nation.”’ They talked about his 
cigarette smoking and about the high balls he 
drank. They did not like the fact that he 
used slang; you wouldn’t yourself if you 
were called a “four flusher” or a “tin-horn 
sport’’—if the term:fitted. It somehow was 
not right that a man who drank when he liked, 
smoked incessantly and swore when he 
needed a piquant word, should send you or 
your friends to jail or blazon your name to 





BRINGING INTO THE CRIMINAL COURTS BUILDING THE SEIZED APPARATUS FROM CANFIELD'S RAIDED 


GAMBLING 


gambling house. The men caught would be 
examined in the hope of furnishing evidence 
for other raids. An unsuspecting patron 
would enter only to meet the stern greeting: 
“This is a court room. Take off your hat; 
hold up your hand and be sworn.” 

Judge Jerome was not far from being police- 
man, prosecuting attorney and judge in one. 
Gambler after gambler was convicted. Gam- 
bling became a precarious business in New 
York. Disorderly houses were closed. The Sys- 
tem, though worried, still lived, but New York 
had become acquainted with Judge Jerome. 


HOUSE 


the world as the victim of a raid, with no 
more human feeling than a guillotine. And 
if you were very respectable, so respectable 
that you lived by formula, you were much 
concerned about the “dignity of the bench.” 
The ultimate thing that can be said about the 
raiding is that this was Mr. Jerome doing 
what he thought right in precisely Mr. Je- 
rome’s manner. Its result was that the 
people of New York were awakened to the 
evils they had to combat as they could have 
been awakened in no other way. 

When the election of 1901 approached, the 
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Citizen’s Union, then an organization to 
promote good government but since then an 
anti-Tammany political party, nominated 
Judge Jerome for district attorney, and the 
Republicans endorsed him. In a brilliant 
campaign, in which he rushed from hall to 
hall in an automobile and set New York in a 
blaze of indignation against the corruption of 
the System by the simple device of telling the 
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FARO LAYOUTS AND ROULETTE WHEELS TAKEN FROM CANFIELD’S, PHOTOGRAPHED IN THE DISTRICT 
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it is his career since then that is now the mat- 
ter of moment. 

He must first have an office force he could 
trust. He knew from his experience as judge 
the quality of the men on the staff of the 
former district attorney, and a half-dozen of 
these, some of them Tammany men, he re- 
tained. Then he mentioned to eminent 
lawyers and judges he knew that he would 


THIS CLUB 
OPEN 
ALL NIGHT 
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ATTORNEY’S OFFICE 


truth in specific terms, he won his election 
and carried Mr. Low into the mayoralty. It is 
bare justice to say this. Not an orator, but 
a good speaker with a ring of sincerity in his 
voice, setting forth facts in every sentence that 
came home to every auditor, he kept his 
audiences between breathlessness and cheers. 
It was the enthusiasm which he raised that 
carried the election. 

But all this is an old and ten-times-told 
story. When the election was over he set out 
to reform the office of district attorney, and 





like to receive recommendations of sterling 
young lawyers who would make capable and 
trustworthy assistants. Political influence or 
political qualifications were to have no weight. 
Plenty of candidates put themselves in nomi- 
nation. He took the whole packet of recom- 
mendations to his country home at Lakeville, 
Conn., and sifted them. He sent for the 
most promising men. ‘There is no art,’ he 
is fond of quoting from Shakespeare, “can 
tell the mind’s construction in the face’’; 
and he then goes on, “but any sensible man 
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can tell a great deal.’’ So by interview and 
investigation he picked his men. 

“T wanted not only good lawyers,” he has 
said, ‘‘but I wanted fellows who could work 
together—not the kind of man who would say, 
‘Well, I’ve finished my job,’ close his desk 
and go home, but the kind that would say, 
‘Well, I’ve finished my job—can I help you 
out on yours?’ And I wanted every one of 
them straight as a die.” 
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his complaint, if worthy, was investigated at 
once. Files and card catalogues were intro- 
duced. and brought to a point of usefulness 
where any detail of the office business was 
accessible in a moment. Nothing could be 
lost or forgotten. Whereas prisoners for- 
merly waited weeks for trial and courts per- 
mitted delays, the machinery of the office was 
gradually speeded up until the time between 
indictment and conviction or acquittal was 


Photogray hed by N. Lazarnick 


MR JEROME BEFORE THE FIREPLACE AT HIS LAKEVILLE HOME 


He thus organized a loyal legion of young 
men, college men of aggressive spirit and 
sound ideals, and he set the whole force to 
work to systematize and expedite the public 
business. The routine of the office must 
come first. After the first few weeks political 
leaders came no longer ‘“‘to use their influence 
with the District Attorney’s office.’”” A ma- 
chine for prosecuting criminals was set in 
motion that it has taken the greater part of 
his administration to perfect. Anybody with 
a complaint was received with courtesy, and 


reduced from one month to one week. Prison- 
ers marched quick-step to justice. This in 
itself was a Herculean task. It often took 
days, nights and Sundays. 

But Mr. Jerome was in his element. He 
took a house at No. 8 Rutgers Street, on the 
East Side, in the most crowded section in the 
world, where families are crowded into reeking 
tenements and where thousands and thousands 
of Jews live the life and think the thoughts of 
the Russian villages from which they come. 
Here he lived with Mr. Hodder, who for four 
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Photographed by N. Lazarnick 
THIS IS HOW MR. JEROME SPENDS HIS MOMENTS 
OF RELAXATION 


years has been his secretary, and some of 
his staff until recently, when he moved to a 


flat across the street. He made it known that 
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THE CEDARS, TAKEN FROM THE GROUNDS 





he would be as accessible here in the evening 
as in his office in the Criminal Courts building 
in the daytime. Long-bearded Jews, speak- 
ing but a few words of English, came here to 
bewail some loss through other Jews’ cheating. 
A mother would come to ask for aid to find a 
young daughter whose probable fate made her 
heartbroken. An Italian would seek the 
punishment of boys who had robbed his fruit 
stand. All the varied woes of the East Side 
were brought across his door sills. 

He would thread his way through the East 
Side in the morning, push his way through 
the flotsam of the lower floor of the Criminal 
Courts building—the witnesses, lawyers, re- 
porters, shysters, hangers-on—take the ele- 
vator if it happened to be ready, if not run up 
two flights of stairs in the exuberance of his 
vitality, and hurry to his desk. If he were 
asked how he felt, the chances are he would 
say, with a boyish grin, ‘‘ Not a funeral note,”’ 





though the woes of unfortunates might have 


filled the previous evening and the day 
promised a murder trial. Then a glance at 
his mail. The card catalogue of cases next. 
Then a quiz of the assistants about those they 
were handling. Courts were then sitting, and 
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he made a round of them. Here he would 
give a word of advice to an assistant. There 
he would intervene in a trial. Again he 
would simply listen a minute and go out. 
Never for a moment was any business of the 
office much beyond his finger tips. He might 
then have a chance to look at his mail again. 
Lunch with three or four assistants at Pon- 
tin’s or some other nearby restaurant would 
mean more talk of business. Callers on busi- 
ness and more conferences and an audience 
with the waiting reporters at four o’clock took 
the afternoon, and if the dinner period were 
free enough to allow him to cook the meal him- 
self, as he was fond of doing, he was happy 
enough to whistle over it, On Friday nights 
he went up to his Lakeville home if affairs at 
the office permitted. 

The Low administration kept the city in a 
fair condition of decency, but Mr. Low’s first 
police commissioner, Mr. Partridge, was 
unable to get the force in hand, and General 
Greene, his successor, scarcely had time to 
master it. Corruption still existed. The 
“cadet”’ evil no longer was flagrant, but gam- 
bling houses still kept open, in a quiet way, 
though the District Attorney fought them 
hard, and by the consent of the administra- 
tion the law compelling the closing of saloons 
on Sundays was disregarded. Mr. Low, by 
his chilly personality and by his failure to en- 
force reform principles, had alienated the 
public. Nobody wished to renominate him. 
He forced matters by announcing his can- 
didacy. Mr. Jerome forthwith again ‘‘com- 
mitted political suicide’’ by saying what 
everybody else thought but nobody else dared 
say. In a.letter to the Citizen’s Union he 
declared that Mr. Low could not be re-elected. 
Later he published personal letters from the 
secretary of the Citizen’s Union asserting that 
many leaders of the reform movement agreed 
with him. He went on the stump to advocate 
the lost cause, when Mr. Low was renomi- 
nated, but it was not the Jerome of the pre- 
vious campaign. A man of profound sin- 
cerity, he could not awaken popular enthusi- 
asm when he had none himself. He said 
when Mr. Low was defeated: 

“The campaign resolved itself into a ques- 
tion whether you could put up a naked prin- 
ciple to be supported by an unlovable man.” 

But such forces of evil as found comfort in 
the return of Tammany to power met this 
statement: 
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“If the men who are planning for a wide- 
open town count on bringing back red lights, 
pool rooms and gambling houses, they are 
making the biggest mistake of their lives.”’ 

And Mr. Jerome went back to his war on 
the gamblers. This was the absorbing fight 
of his term. 

“T like to gamble myself,” says Mr. Jerome, 
“but any man can get all the gambling he 
needs in social games with his friends. Wide- 
open gambling houses so flagrantly con- 
spicuous that their pullers-in are as bold as 
the runners of a Baxter-Street clothing store 
are a public menace.”’ 

He tells of finding the $500 check of an army 
officer in one raid, and in another a flurried 
individual threw his pocketbook under a chair. 
Recovered, it proved him to be the principal 
of a public school. The checks of business 
firms passed to pay gambling debts were 
bringing an occasional business to ruin. 
Wives sought the District Attorney’s office 
to beg him to close the “‘joints’’ that swal- 
lowed up their husband’s wages. But more 
than all these, the existence of gambling 
houses running unmolested for decades 
brought the law into disrepute. 

“The big gamblers,’”’ declared Mr. Jerome, 
“connived with the police, and the police 
came to have a cynical contempt for the law. 
Laws are not made to express the moral 
yearnings of the community, but to be en- 
forced. If they are not to be enforced they 
should be repealed. I intend to put the gam- 
blers out of business.”’ 

He sent out his county detectives to gather 
evidence. ‘Jerome raids” began as soon as 
he took office and continued till last spring, 
when open gambling was at last wiped out of 
New York. But it was uphill work. 

“Al” Adams, the policy king, was con- 
victed and sent to Sing Sing. But when 
Richard Canfield, who had run a luxurious 
gambling house for more than twenty years, 
was indicted, the prosecution fell to the ground 
because a law was invoked that permitted 
witnesses to refuse to testify on the ground 
that their testimony would incriminate them. 
Gambler after gambler had been raided, but 
it looked as if this refuge discovered by Can- 
field’s lawyer would bring the work to naught. 
Another man would have abandoned the fight 
here. Mr. Jerome declared, with a thrust of 
his jaw, “The law must be changed.” 

He went before the State Legislature and 








argued and lobbied for the Dowling law com- 
pelling witnesses to testify, and granting them 
immunity if they did so. He declared before 
the committee on the bill that one drunken boy 
had lost $405,000 in five nights at Canfield’s. 
They asked him to name the boy. He refused. 
The newspapers all over the state became 
interested. They demanded the name. He 
declared that the boy was Reginald Vander- 
bilt. Sensation! The Jerome bill was brought 
into the vivid light of publicity by the skilful 
statement of this fact, for it was “copy.”’ 
The up-state constituents watched their repre- 
sentatives. Senator Raines and Senator 
Brackett got into a fierce personal quarrel, in 
which Senator Brackett was called ‘‘Can- 
field’s paid attorney.”’ More publicity! Such 
a bill could be defeated only in the dark—it 
was passed. 

Mr. Jerome returned to New York City 
with a new weapon. The gamblers were 
shaken. And here Mr. Jerome demonstrated 
a method that is typical of him—it might be 
called reforming by personal touch. 

He sent word to every man who conducted 
a gambling house. They came to see him, 
singly or by twos and threes. 

“Mr. Betts,” he would say—“or Mr. Lud- 
lum, or Mr. Johnson—lI’ve got the goods on 
you. Send down here by to-morrow after- 
noon in a wagon every gambling implement 
in your place.” . 

If the gambler proved recalcitrant, his jaw 
clinched and his gray eyes flashed behind his 
glasses. , 

“No song and dance,”’ he would say. “‘ You 
give me straight talk. If you don’t send that 
stuff down at once I’ll put you behind the 
bars.” 

The gamblers meekly said, “ Yes, sir,’’ and 
they did it. Thousands of dollars’ worth of 
gambling utensils were burned. 

“Poker chips make a good fire,” said the 
District Attorney. 

The gambling business ceased to exist in 
New York County. Someone asked him if 
a man‘could not find a gambling house to-day. 

“You might,” he said, “to-day, in some 
out-of-the-way corner. But if I heard of it, 
you couldn’t to-morrow.”’ That is the fact. 

He carried on a campaign against dishonest 
lawyers and indicted ten suspected men, among 
them Abram H. Hummel. The incompetence 
of certain judges had become notorious, but no 
one would proceed against them. As a private 
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citizen he presented charges against one of 
them and had him unseated. Another died, 
and the case of a third is still pending. Judge, 
lawyer, capitalist, gambler, political leader, 
all stand on an equal footing with him. 

Governor Odell once wished to pardon a 
convict, and as custom demanded that he ask 
the consent of the District Attorney who 
prosecuted, he sent word, it is said, to Mr. 
Jerome that his consent would be taken as a 
favor. He looked the messenger in the eye 
and said: 

“Any time that Mr. Jerome can do Mr. 
Odell a favor he will be glad to do it—if he 
can. But the District Attorney of New York 
County can do no favors for the Governor of 
New York, and the Governor of New York 
ought to know it.” 

That is the keynote of his principle. Mr. 
Jerome brims with human feeling; the Dis- 
trict Attorney, while bringing the salt and 
savor of his offhand, slangy, colloquial, 
cigarette-smoking, jocular personality. into 
his official methods, is the same Judge Jerome 
who, ‘“‘when the law said a year, gave a man 
a year, and not eleven months, nor yet thir- 
teen.” 

He is gray-eyed, stocky and athletic. His 
assistants call him “‘Chief,’’ and his intimates 
call him “Travers.” At home in Rutgers 
Street he cooks Bombay duck and other 
dishes with the enthusiasm of a boy who roasts 
potatoes in a bonfire, tells stories, reads before 
breakfast and in bed at night, smokes all the 
time, and is ready to talk at any time on any 
subject from Tammany district leaders, a 
breed of man he likes, to Thackeray and Em- 
erson, his favorite authors, if he has any 
favorites, for his reading is omniverous. 

Every week he goes to his place at Lake- 
ville, a cozy, homelike dwelling whose win- 
dows look across Lake Wononscopomic to the 
Taconic range of mountains and the Berk- 
shires in Massachusetts. The house is perched 
on a ledge, and the surrounding acres are left 
untouched in their natural alternation of 
Off some little distance 
from the house is a little machine shop where 
he takes his recreation. A steam engine fur- 
nishes the power for lathes and drills, and the 
walls are lined with a collection of tools that 
would delight a mechanic. Here he does 
work in brass, in wood, and in iron and steel. 
In grimy overalls he hammers and pounds 
and tugs at tough metal, or guides machines 
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to do delicate work that must not vary from 
accuracy by a thousandth of an inch. It is 
an ideal relaxation, and the amount of exer- 
cise it gives is astonishing. Here and about 
the house he shows his many-sidedness. He 
has a huge olian and a large collection of 
records of classical music. Sunday evenings 
he plays sometimes for hours. He will sit on 
his veranda looking across to the sunset over 
the Massachusetts hills and muse for long 
spaces. When his next remark comes it may 
be a slangy illuminating comment on New 
York politics, it may be a plan for a new kind 
of barometer, it may be a quotation from 
Epictetus. He has one son, fifteen years old. 
Mark this, which he once said: 

“How could I go home and tell my boy to 
be straight, to be brave, to hate a lie, if I com- 
promised, and hedged, and falsified, and 
played the hypocrite myself?” 

There is much of this elemental simplicity 
about him. 

In August he issued a statement declaring 
his freedom from political parties, denouncing 
machines, and asserting his willingness to 
serve another term as district attorney if he 
were nominated by public petition. The 
Citizen’s Union wished to nominate him for 
mayor, but he flat-footedly said that he would 
not take the nomination. He has put the 
District Attorney’s office into a condition in 
which it will work like a weil-oiled machine. 
He wants to see what he can accomplish with 
it. He promised in his last campaign to do 
his utmost to have the excise law enforced or 
repealed, and just as he followed the gamblers 
to Albany he followed the saloon keepers 
there. He fought doughtily for a bill permit- 
ting the saloons in New York City to remain 
open on Sundays between 1 and 11 p.m. This 
is a law that might be enforced. He plans 
now, if re-elected, to turn the same vigorous 


- methods on the enforced alliance between 


blackmailing policemen and _ law-defying 
saloon-keepers that he used so successfully 
against the gamblers. If the Mayor and the 
Police Commissioner will not aid, he will fight 
for an honest police and for a law-abiding com- 
munity alone, leaving his results to be judged 
by the public. He fights best alone, and 
untrammeled he is the public’s best servant. 

When Mr. David B. Hill came to him 
during the Parker campaign and offered him 
the Democratic nomination for the governor- 
ship, the astute politician whispered: 


JEROME: A MAN 
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“Mr. Jerome, an organization is a good 
thing for a man to have behind him.” 

“Yes,” said Mr. Jerome, “and if I were a 
candidate for governor I should have a ma- 
chine behind me, but it would be a machine 
based on principle and not on the petty plun- 
der of peanut politics,” and he declined the 
offer in terms that shocked even Mr. Hill. 

One of the public services he did was to 
prosecute and convict Sam Parks and “‘Dia- 
mond Phil’? Weinseimer, walking delegates © 
who extorted money from employers through 
threats of strikes. He minced no words in 
denouncing labor-union grafters. He de- 
clared that Weinseimer and Parks were not 


‘the only dishonest ones. 


Labor leaders came to him with pompous 
warnings. He was “alienating the labor 
vote,” “attacking the honest workingman.”’ 

“We come to you,” said the spokesman of 
a committee, one day, ‘‘as the representatives 
of 10,000 voters, and as such we are entitled 
to respecful hearing.” 

“You'll get a hearing as citizens,” said he. 
“Don’t talk to me of your 10,000 votes. 
You couldn’t deliver a vote in your union, 
except your own, and you know it. There 
isn’t a labor leader in the city who can deliver 
the votes of his union. And I wouldn’t care 
if you could. If your union wants me to give 
them the facts about some of their grafting 
representatives, let them send me an invita- 
tion and I'll go up and tell them the truth. 
And they’ll listen.” 

When certain educated ‘“‘reformers,’’ who 
endeavor to be amateur politicians, point 
out to him the advantages of compromise, 
he is fond of quoting this from Tennyson: 


‘‘What profits now to understand 
The merits of a spotless shirt— 
A dapper boot—a little hand— 
If half the little soul is dirt.” 


His ambition then is to do the task before 
him well, with little worry about the future. 

‘“‘If I am defeated,” he has said, ‘‘I shall not 
be destroyed. I can earn a good living by 
my law practice and my only regret will be 
that I was not big enough to do the job I set 
out to do.” 

“Will you change your mind about what 
the people want? Is not your ideal too high?” 
he was asked. 

“You can’t put it too high for the American 
people,” said he, 
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UNITED STATES SENATOR FROM NEW JERSEY AND PRESIDENT OF THE PRUDENTIAL INSURANCE COMPANY OF AMERICA 


HE Congress which will assemble in 
December will have few matters of 
greater public interest to consider 

than the proposition for the Federal regula- 
tien and control of insurance. While opin- 
ious differ as to the necessity and expediency 
of such a measure, the public interests require 
that some positive and final action should be 
taken at this time to set at rest an agitation 
which extends over more than forty years. 

The time has come for action, and it is my 
intention to reintroduce my bill of last ses- 
sion, providing for the Federal regulation of 
insurance by Congress so that the subject may 
receive the consideration and attention to 
which, as a matter of national importance, it 
is fully entitled. No interest comes nearer 
to the life and well-being of our people and 
no interest is more pre-eminently entitled to 
all the solicitude and care which our Govern- 
ment can give to forces making for a higher 
type of national life. Insurance is an indis- 
pensable necessity of commerce, it is the safe- 
guard of the home, and it is indeed the first 
business of the land, if importance is to be 
measured by extent of financial resources and 
magnitude of results. 


THE NECESSITY OF UNIFORM LAWS 


Insurance companies, as state corporations, 
are properly subject to state supervision and 
legislative regulation and control, but under 
our form of government this power of state 
supervision on the part of some fifty different 
state and territorial governments has become 
so much of a burden and has resulted in so 
many perplexing and serious problems, some- 
times threatening the very existence of the 
companies, that relief is sought in a Federal 
statute which would materially improve the 
situation and eliminate needless friction and 





expense. Such a statute is demanded upon 
the highest consideration of public policy, 
and it is but proper that the companies should 
urge such a measure, holding, in this matter, 
the position of public trustees. 

The problem is the sam. as in other mat- 
ters of state legislation which have come more 
or less in conflict with national interests. In 
the demands for uniformity of laws governing 
any given business or element of social life, 
whether this be the regulation of divorce, or 
of railways engaged in interstate commerce, 
or of insurance companies engaged in inter- 
state transactions, the basic principle is the 
same and the results anticipated are identical. 
The object is to do away with needless fric- 
tion, needless expense, needless burdens, and 
to substitute a more effective system of super- 
vision and control by the Federal Government. 


THE PROBLEM OF STATE SUPERVISION 


State supervision has its advantages, and 
in many respects the state departments have 
proved of great value in protecting public in- 
terests and in fostering the development of a 
business so pre-eminently entitled to the solici- 
tude of government. But the serious con- 
dition confronting the companies, which is 
becoming of increasing importance, is that 
supervision by some fifty different states and 
territories is an intolerable burden and a very 
considerable expense to the policy holders. 

The problem of state supervision is summed 
up by Actuary Herbert Wolfe, a distinguished 
opponent to Federal control, in part as fol- 
lows: 


‘*Each state has an insurance code of its own, and 
the difficulties and annoyances which insurance 
companies experience in trying to comply with fifty 
different sets of laws may well be imagined. There 
is a crying need for uniformity in this matter, and 
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for a radical change in the laws for all the states. I 
know of no one state which possesses a code of 
insurance laws which may even be termed reason- 
ably satisfactory. The insurance business has at- 
tained such proportions, and contributes so liberally 
through taxation to the income of the state, that it 
is entitled to more equitable and reasonable treat- 
ment than it is receiving at present.”’ 


But all efforts in the direction of uniformity 
in insurance laws have failed. A code to this 
effect was drafted by the first Convention of 
Insurance Commissioners in 1871, but few 
practical results have followed the numerous 
subsequent efforts to bring harmony into 
legislation and uniformity into methods of 
supervision. While what has been accom- 
plished in this direction is, of course, desirable, 
the conditions to-day are nevertheless intoler- 
able and constitute a burden for which there 
is no practical or political necessity. 


NEW PROBLEMS—THE SOLUTION 


I hold to-day, even more emphatically than 
when I said in an address of last November 
before the Boston Life Underwriters’ Associ- 
ation, that 

‘*The development of the modern system of insur- 
ance, especially of life contingencies, has resulted in 
new conditions and new problems which are plainly 
beyond the power of the states to supervise or regu- 
late or control. I cannot but think that a 
broad and impartial consideration of the subject 
will obtain for what is now a national business the 
legitimate and effective regulation and control by 
the National Government.”’ 


And I repeat that 


‘‘T earnestly hope that the time is not far distant 
when, as a permanent relief from the needless 
and increasing burdens of over-supervision, over- 
legislation, and over-taxation, and as an additional 
security for the protection of our policy holders, we 
shall have an Act of Congress regulating insurance 
between the states.”’ 

In the meantime the course of events has 
been distinctly favorable to this view. Presi- 
dent Roosevelt, in his last annual message to 
Congress, refers to the subject for the first 
time in an American state document, ex- 
pressing himself with his characteristic pre- 
cision and clearness to the effect that 


‘“‘The business of insurance vitally affects the great 
masses of the people of the United States, and is 
national and not local in its application. It in- 
volves a multitude of transactions among the people 
of the different states and between American com- 
panies and foreign governments. I urge that Con- 
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gress carefully consider whether the power of the 
Bureau of Corporations cannot be extended to cover 
transactions in insurance.”’ 


While such a consideration was impossible 
during the last Congress on account of other 
pending measures of national importance, it 
is entirely safe to anticipate a fair and open 
discussion of the matter by the Congress 
which is to meet next December. 

Since my bill was introduced there has been 
more or less opportunity for an expression of 
public opinion on the necessity of the legisla- 
tion suggested, and even in its preliminary 
stage the proposition has received the en- 
dorsement of many conservative and seriously 
minded statesmen and writers on pubiic 
affairs. Objections are urged against the 
measure, and they are entitled to every rea- 
sonable consideration, but they are largely 
based upon assumptions which, I am confi- 
dent, a public discussion of the subject will 
not sustain. 


OBJECTIONS MET 


It is assumed that the Federal Govern- 
ment might exercise undue power over insur- 
ance corporations, in the event of party 
changes and the lowering of political morals, 
and this might possibly be used to the detri- 
ment of policy holders and the companies, but 
only a political pessimist could anticipate what 
would be equivalent to a complete failure of 
our Government in all its parts. There is no 
precedent for this anticipation to be found in 
our political history, for in the various matters 
committed to Federal regulation the results 
have, on the whole, been beneficial and met 
with the approval of the people. We have 
the latest evidence of this in the request to 
the Federal Government, of a Southern state, 
strong in its historical antipathies to the ex- 
tension of the power of the Federal Govern- 
ment, to take charge of local quarantine and 
health matters for the more effective elimina- 
tion of a pestilential disease. The insurance 
companies place their faith in the Federal 
Government for an impartial administration 
of insurance interests in common with the rest 
of the people who believe that our Govern- 
ment at Washington can be trusted to dis- 
charge its duties with fidelity, much as it 
could in Lincoln’s time. 

It is also assumed by those who are op- 
posed to Federal regulation of insurance that 
the subject does not properly fall within the 
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sphere of the general Government, but be- 
longs exclusively to the states, in view of cei- 
tain decisions of the United States Supreme 
Court to the effect that insurance is not com- 
merce within the meaning of the commerce 
clause of the Constitution. With the highest 
possible respect for the opinions of the Court, 
I hold that there is a very material and funda- 
mental difference between the decisions re- 
ferred to and the constitutional aspect of a 
Federal statute regulating insurance between 
the states. The Supreme Court has never 
passed upon a Federal statute regulating the 
insurance business, and it is entirely within 
the power of Congress, and implies no dis- 
respect for the decisions of the Court, to 
enact such a statute, leaving the final decision 
as to its constitutionality to the august tri- 
bunal which, from the beginning of our Gov- 
ernment, has so successfully stood the test of 
all our national requirements. 


THE URGENCY OF THE ISSUE 


Recent developments in insurance history 
have brought the subject once more forcibly 
to public attention, and the inadequacy of 
state laws to remedy certain evils in the ad- 
ministration of insurance companies empha- 
sizes the imperative necessity for national 
legislation on the subject. It is a matter in 
which every policy holder of an insurance 
company has a vital interest and it can only 
be to his material advantage to carefully con- 
sider and weigh the facts for and against the 
necessity of an increase in Federal power. In 
the light of my own experience I am convinced 
that insurance is a national interest fully en- 
titled to the soilcitude and care of our Federal 
Government. 


THE DRIFT OF POPULAR OPINION 


As an evidence of the drift of popular 
opinion upon this important subject I quote 
an extract from an address by Mr. Frederick 
W. Standard, president of the National Asso- 
ciation of Credit Men, at the tenth annual con- 
vention held at Memphis, June 14, 1905, as 
follows: 


“‘T am strongly of the opinion that insurance com- 
panies, both fire and life, should be under the super- 
vision of the National Government rather than 
under the control of the various state officials, as 
at present. Such a change would operate not only 
to the material benefit of policy holders in general, 
but, I believe, would also be conceded to distinctly 





THE FEDERAL REGULATION OF INSURANCE 


safeguard the interests of the insurance companies 
themselves, for the reason that on the one hand the 
policy holders would be afforded greater protection 
in the way of supervision and examination, and dis- 
couraging and eliminating unsubstantial and unre- 
liable institutions, while the companies, on the other 
hand, would be benefitted by uniformity of legisla- 
tion and taxation.” 


A BILL TO PROVIDE RELIEF 


As I have said, it is my intention to rein- 
troduce my bill of last session into the next 
Congress because such a measure is demanded 
by the policy holders of American insurance 
companies for the more complete protection 
of their interests. I can conceive of no 
measure which may come before Congress of 
more immediate importance to every man, 
woman and child of these United States than 
that this business of ours, which to-day is of 
truly national, and indeed of international 
importance, shall be so safeguarded in all its 
details that the risk of failure shall be reduced 
to a minimum and a miscarriage of effort 
shall be made practically impossible. The 
bill will be introduced on behalf of the policy 
holders of all insurance companies in the firm 
belief that their interests will best be served 
by a Federal statute regulating insurance be- 
tween the states, and that by eliminating a 
large amount of needless state supervision 
the following six distinct benefits will result: 


ADVANTAGES OF FEDERAL CONTROL 


First. An increase in security. 

Second. <A decrease in the cost of insur- 
ance. 

Third. An increase in the returns to policy 
holders. 

Fourth. A decrease 
taxation. 

Fifth. A diminution of a large amount of 
needless clerical labor to meet the require- 
ments of some fifty different states and terri- 
tories and a consequent decrease in the ex- 
pense rate. 

Sixth. The stamping out of fraudulent or 
spurious insurance concerns. 

To the foregoing may be added the power 
and the ability of the general Government to 
protect the policy holders in American insti- 
tutions in their international relations, a 
subject which a vexatious and an annoying 
experience has already shown the states to 
be utterly incapable to cope with. 
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COMMON MISTAKES IN ACCOUNTING 


BY 


A. H. POGSON, C. P. A. 


called in to examine the books of a 

business that he does not discover 
many matters which need rectifying. Occa- 
sionally he detects the dishonesty of an 
employee, but most of the errors he discovers 
are due either to the ignorance or the care- 
lessness of the bookkeeping department, or 
to the lack of judgment of those in charge of 
the business. 

Often there has been a failure to charge 
against profits all the items which should be 
charged. For example, I have frequently 
found a manufacturing concern which has 
rebuilt its plant, charging the cost of the new 
plant to construction account and carrying 
as assets the cost of both the old and the new 
plants. What each should have done was 
to distribute the cost of the old plant over 
the period of years during which it was in 
operation, charging the amount pro rata 
against the profits of each year. With this 
adjustment the results of operation would 
look far different. Many prosperous con- 
cerns deceive themselves in this manner and 
still remain solvent; but often an old-estab- 
lished company, apparently flourishing, sud- 
denly finds itself in difficulty through paying 
dividends not earned. 

If a business is to be sold at a price based 
on its earning power, the profits must be 
accurately determined. Many combinations 
have been formed in the last few years where 
the constituent companies have been pur- 
chased on the basis of, say, ten times the 
In such cases a 


Gates if ever, is a skilled accountant 


difference of $1,000,000 in the amount of 
cash or securities. transferred. 





The reluctance of business men to write off 
bad debts is almost universal. Many com- 
panies are carrying as an assct ‘‘accounts 
receivable’”’ to an amount which the public 
accountant, after examination of the standing 
of the debtor concerns, would reduce possibly 
25 per cent. or even more. 

A corporation owning a hotel which it 
leased to an operating company sent to its 
stockholders an annual statement which 
showed a surplus. One of the large stock- 
holders became suspicious and put us to work 
on the books. We found that the principal 
asset on which the surplus was based was 
“rent receivable’ from the operating com- 
pany. We found that the manager of the 
hotel was incompetent, and was not even 
meeting his daily running expenses and could 
not pay his rent. We dropped the item of 
“rent receivable’ from the balance sheet of 
the owning company, and a “‘deficit’”’ appeared 
there instead of a “‘surplus.”” This is an 
extreme case, but it illustrates conditions to 
be found almost anywhere. 

Inventories, too, are not made up accurately. 
Goods should always be inventoried at cost 
of production, at most. Often, however, 
concerns place goods on their inventory at 
total cost (cost of production, plus cost of 
selling, plus general cost), or even at selling 
price. Obviously this inflates paper profits 
by including profits which are expected when 
the goods are sold. Sooner or later the con- 
cern keeping accounts in this way must “‘pay 
the piper.”’ 

When working on the consolidation of a 
number of establishments manufacturing food 
products not long ago, we noticed that one 
concern claimed an abnormally large item 
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for “goods on hand.’’ We examined the 
supply and found that the amount ot goods 
was correct, and that they had been inven- 
toried at cost. But we found, also, that a 
majority of the goods were two cr three years 
old, unsalable, and, therefore, worthless. 
The company thus received far less for its 
business than it had asked. 

In other cases we reduce the inventory 
totals below the cost of production where the 
value of the goods involved depends upon 
passing fashions. In this classification are 
many kinds of dry goods, ‘‘best-selling books,” 
vehicles, and so on. We also keep in mind 
that the value of many articles, such as break- 
fast foods, patent medicines and such things 
depend largely on persistent advertising, and, 
if the advertising campaign shows signs of 
weakening, we scale down the inventories 
more ruthlessly than we otherwise should. 

Deferred liabilities are often left out of 
balance sheets. I was once retained by a 
bank to investigate the financial status of a 
concern which had applied for a large loan. 
The concern’s standing appeared exceedingly 
good on a preliminary examination of its 
books, but there appeared to be in the inven- 
tory an unusually large supply of raw material 
on hand. An examination of the records 
disclosed that it was neither paid for nor in- 
cluded in the liabilities. The head of the 
concern, being questioned, said in a matter-of- 
fact way that the goods had been bought on 
ninety days’ credit and payment for them 
was not yet due. With a proper adjustment 
of this indebtedness the concern was found 


CREDIT INSURANCE 


to be insolvent. The bank was thus saved 
from a heavy loss, which it probably would 
have sustained if the loan had been made. 

In another case no provision had been made 
on the books for paying royalties, although 
the manufacturing was being done under a 
license. The bookkeeper was asked about 
this and replied: ‘‘We don’t put that item 
on the books. We are in court about the 
matter now. The owners of the patent say 
that we owe them $95,000, while, as a matter 
of fact, about $55,000 is the proper figure.” 
Even the smaller amount was enough to turn 
the scales, and, needless to say, the bank did 
not extend its aid. 

In rare instances an accountant finds a 
business more profitable than the owner has 
realized. I remember, when working on a 
big consolidation, that one concern was owned 
entirely by a single individual, who objected 
strenuously to the examination of his books. 
He seemed to take it as a reflection on his 
honesty. He grudgingly gave his consent 
only when we explained that our clients 
would not take in his concern if his books 
were not submitted for inspection. We 
found that he had built and maintained a 
steam yacht and charged the expenditure 
against the profits of his business. This 
made no essential difference as long as it was 
a one-man concern, but we promptly added 
all sums expended in this manner to the 
profits to determine the real earning capacity 
of his business, and he thus received a much 
larger sum for his property than he would 
have done at his own figures. 


CREDIT INSURANCE 


BY 


S. A. NELSON 


of insurance to merchandise credit 
accounts—the sums owed to one mer- 
chant by another for merchandise bought on 


Coren insurance applies the principles 


time. It has been in practice about twelve 
years. It is an outgrowth of the mercantile 
agency. 


This insurance is sold only to wholesale 
dealers in merchandise and to manufacturers. 
The accounts of retail merchants, of stock- 
brokers, and of real-estate brokers or agents, 
for example, are not insured. If you are 


a merchant and borrow money from a 
bank, you must supply the lender with col- 
lateral security; but when you sell a bill of 
goods to your customer you sell on time with- 
out collateral security, trusting to your cus- 
tomer’s credit and good intention for pay- 
ment. You would demand collateral security 
if you could, but competition obliges you to 
grant liberal credits in order to hold your 
trade. The object of a credit insurance com- 
pany 1s to supply collateral security on your 
outstanding accounts by indorsing the ac- 
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counts owed to you by your customers. 
Credit insurance guarantees merchandise 
credit transactions. 

It does not insure against all losses caused 
by the insolvency of customers or their failure 
to pay. The burden assumed by the insur- 
ance company in return for the premiums 
paid is what is called the excessive (or un- 
usual) loss. It plans to repay the merchant 
for losses on bad debts above an amount 
agreed upon, and within limits that are fully 
and carefully set forth in the insurance policy 
or bond. Those limitations, however, are 
neither narrow nor vague. If the “known 
loss’’ (which is the insurance company’s term 
for the average annual loss) of a merchant 
doing a business of $1,000,000 a year is, say, 
one-half of 1 per cent., then the company will 
issue a policy promising to repay losses in 
excess of one-half of 1 per cent. on his annual 
sales. 

If you are a merchant and want credit insur- 
ance, the insurance company asks you for a 
statement of your gross annual sales for six- 
teen years, or as long as you have been in busi- 
ness if less than that period. It also requires 
you to use one of the two mercantile agencies; 
to know the nature of your business, and the 
usual amount sold to one customer. You 
must stand well in your trade, and the insur- 
ance company must have a good opinion of 
you or it will not do business with you. 

The insurance company actuary (who is a 
statistician) figures the item which the com- 
pany calls “known loss’’ or “known risk.” 
This is your usual annual loss on credit sales. 
It is figured through your loss record for a 
number of years, the statistical record of aver- 
age loss in that line of business, and any other 
influences or conditions bearing on the chances 
of loss. 

To illustrate: If in your business you lost 
through worthless credit accounts $100 in 
1901, $200 in 1902, $100 in 1903, $300 in 1904 
and $100 in 1905, your total losses for five 
years would be $800, or an average loss of 
$160, which the insurance company calls your 
“known annual loss.”” Suppose also that 
your total sales were $16,000 a year. A sim- 
ple example in arithmetic tells you that your 
“known loss” is 1 per cent. on your gross 
sales. This loss you pay, but any loss above 
the amount of the ‘‘ known loss”’ will be paid 
by the insurance company 
4 credit insurance company offered to in- 
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sure a certain firm. A member of this firm 
said: ‘‘The part we did not like was what they 
called the ‘known loss.’ This was a stumbling 
block. It did not seem possible that we could 
lose so much money as they said we did. But 
when we went over our books and added up 
our losses it looked very difterent. We could 
easily see that for so small a premium the 
company could not afford to pay all our 
losses; then the question was, where was 
their liability or help to us to begin? We all 
know that there is a natural loss every year 
on a given amount of sales; if we could know 
how much this is we can prepare for it by 
making an ‘expense item’ and charge it up to 
the expenses of carrying on business. But 
how are we to know how much that is? If we 
allow, say, 14 per cent. for this item, and our 
actual losses are 2 or 3 per cent., we face a 
loss at the end of the year in spite of our pre- 
caution. 

“The company that proposed to insure us 
had the experience of a large number of firms 
in the same trade, running over a period of ten 
years. Then we gave them our own experi- 
ence, showing how we compared with others. 
They figured our ‘known loss,’ made us an 
offer to pay the excess losses, and in time we 
accepted. 

““We had excess losses the first two years— 
much larger than the premiums—and the 
losses were promptly paid.” 

If you are a merchant, credit insurance adds 
to your credit with your banker and your 
manufacturer, for they know that you have 
to the extent of your insurance reduced your 
risk of business failure. It is also a guide to 
the giving of credit. The insurance policy, 
or bond, names the amount of each cus- 
tomer’s credit (based on his agency rating), 
and by limiting sales to this there is security 
for the seller. 

Merchants sell goods on thirty to sixty days’ 
time, and perhaps 4o to 60 per cent. of the 
average merchant’s assets are on his books in 
open accounts; or, in other words, a certain 
amount of your capital depends on the sol- 
vency of the customers owing you. It is 
here that you get the protection of credit 
insurance. When all the business of a mer- 
chant is covered by credit insurance that 
business becomes almost a cash business. 

The growth of credit insurance has been 
steady. The leading company has paid its 
policy holders more than $2,000,000 in 











three years. As the actuaries gained in ex- 
perience they were able to figure on broader 
policies. The first ones written were very 
limited. They covered firms rated by mer- 
cantile agencies only. To-day the policies 
cover all the customers and every known form 
of failure, and of course the rates vary, say 
from $25 to $75 per $1,000. Customers of 
the insured are divided into two classes: the 
“‘rated,’’ who have a mercantile-agency capi- 
tal rating and a first or second grade credit 
rating; and, second, the “off-rated,’” who 
have no rating. 

Each indemnity bond, however, contains a 
table of ‘‘coverage,’’ which provides for a cer- 
tain amount of credit to be given to each cus- 
tomer in keeping with the rating given him 
by the mercantile agency or agreed upon by 
the insurance company and the insured. The 
insured is not forbidden to sell any customer 
more than the amount written in the policy, 
but if he goes beyond the limit the excess is 
not protected by insurance. 

“‘Off-rated’’ accounts of customers are 
partly insured. Two forms of bonds or poli- 
cies are used, covering ‘‘rated’’ accounts and 
both ‘“‘rated”’ and “off-rated”’ accounts. 

When a debtor fails to pay what he owes 
the insured handles the account, notifying the 
company promptly of the loss. The company 
does not interfere with the handling by the 
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insured of the account against insolvent 
debtors, but it expects that the merchant 
will in good faith obtain all he can. 

A vast field awaits the growth of credit 
insurance. The losses by fire in 1903 were 
$156,195,093; insolvencies for the same year 
were $154,277,093. For eleven years, to and 
including 1903, fire losses were $1,530,097,075; 
insolvencies in the same period were $1,891,- 
901,967. 

In 1904 there were 12,199 failures, with 
liabilities of $144,202,311, or an average of 
$11,820 each. These failures were due to 
eieven causes. Investigation shows that of the 
eleven eight were due to the faults of those 
failing. They included incompetence, inex- 
perience, lack of capital, granting of unwise 
credits, speculation outside regular business, 
neglect of business, personal extravagance and 
fraudulent disposition of property. Failures 
of this kind amounted in number to 77.1 per 
cent. of the total, and in liabilities to 67.9 
per cent. of the total. 

The other reasons of failure were: Unavoid- 
able conditions, such as disaster, failures of 
others (apparently solvent debtors) and 
special or undue competition. 

The ideal trade would be that trade the 
total volume of which could be conducted 
without loss. Credit insurance is a gratifying 
step in that direction. 


THE VALUE OF SINGLE-MINDEDNESS IN BUSINESS 


JOHN S. GREGORY 


WO New York brokers were walking 

down Broadway when a man came 

out of an office building and passed 

them. His clothes were shabby and he had 

a nervous, worried look. 

“Did you notice that fellow?’’ asked one of 
them. 

“Yes. 


“The usual story. 


Who is he?” 
Five years ago he was 
a rich merchant in Mississippi. He had made 
$200,000 in the dry goods business. He 
thought he could make more in New York by 
becoming ‘a general broker.’ He got an 
office and a big safe. The safe is all he has 
left.” 

You can meet dozens of failures like this 
man every day in New York and in every 





other city. They are men who have made 
money in the one business that each knew, 
and who have each taken up another that they 
did not know and lost everything. Their 
experiences emphasize the value of single- 
mindedness in business. They hint at the 
importance of “a shoemaker’s sticking to his 
last.”’ 

The case of one of the most successful dress- 
goods salesmen in New York is to the point. 
Fifteen years ago he was an assistant to his 
uncle, who was a salesman in a large notion 
house. The uncle sold goods in big quan- 
tities and got 5 per cent. commission on all 
his sales. He had an extensive acquaintance 
among the buyers who flock to New York 
every year, and in the course of ten years he 
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accumulated $75,000. Then he decided to go 
into business for himself. Instead of starting 
a wholesale establishment, the kind of enter- 
prise he knew, he went to a town in Kentucky 
and opened a retail store. In three years he 
was bankrupt. He is now working for his 
nephew, who is making more than $6,000 a 
year. But the nephew stuck to the job of 
selling dress goods at wholesale. 

Now the uncle had what business men call a 
‘“‘wholesale mind.’’ He knew all about dress 
and other dry goods. He sold big bills and 
he got 5 per cent. commission on the whole 
amount. When he went into the retail busi- 
ness he bought dress goods. He knew all 
about the quality and he made good bargains. 
But that was not all. For example, he paid 
eight cents a yard for a bolt of forty yards of 
cloth and he sold it at retail for ten cents a 
yard. Two cents a yard was a good profit. 
But he did not consider that in many cases 
he sold only five or eight or ten yards out of a 
whole bolt, and that the rest of it rested idly 
on his shelves, a dead loss. That is why he 
failed. He did not have the “retail mind.” 
He had gone into a business that he did not 
know. 

On the other hand, the career of one of our 
great merchants shows how single-mindedness 
succeeds. He started in life as a small mer- 
chant and built up an enormous retail busi- 
ness. He was the father of the department 
store. He was the kind of man who could 
walk around his stores, smiling at his cus- 
tomers, asking if they were well cared for, and 
the people whom he was solicitous about were 
pleased and came back. When he had made a 
large sum of money he decided that it was 
just as easy to make more by going into the 
wholesale clothing business. But his retail- 
store methods did not succeed and he almost 
bankrupted himself. This same man, in- 
spired by his personal success in the retail 
business, tried politics, but he repeated the 
failure of the wholesale venture. So he stuck 
to his department store and is now a multi- 
millionaire. 

A prominent Massachusetts felt manu- 
facturer, who was ‘‘faised in the business,” 
made such a success that at one time he was 
making $185,000 a year. Then he thought 
he would try something else, so he built a 
small railroad. It cost just four times the 
sum he had calculated to spend. In order to 
make up for the outlay he became a partner 
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in a metal manufacturing business, about 
which he knew nothing. To-day he is a 
traveling salesman on a salary. 

Single-mindedness is essential to all business 
activity. The traveling salesman who “sticks 
to one line”’ is the man who succeeds. The 
head salesman of a large New York worsted 
mill tells this story: 

“T used to travel in the South a great deal. 
I always knew that the salesman who greeted 
me in this way: ‘Hello, what are you selling 
now?’ was one who had made a great many 
changes and rather expected everyone else to 
be doing the same thing. He was usually 
seedy and dissatisfied—one of the unsuccess- 
ful. 

“T once knew a salesman who sold worsteds 
with me ten years ago. He was making 
$5,000 a year. Then he went to selling candy 
because he was offered a little larger salary. 
After six months he went out as a clothing 
salesman. Ina year he had changed to some- 
thing else. Now he is selling worsteds again, 
but his salary is smaller than it was five years 
ago. Changes are bound to count against a 
man.” 

The president of one of the largest hard- 
ware houses in New York said to me: “‘ When- 
ever a man applies for a position and says he 
has made a number of changes of business, |! 
feel suspicious. It is the men who have not 
changed that we want. Usually, when we 
ask a man why he has changed from one kind 
of a business to another, he says that he 
wanted ‘a wider scope,’ but we find on inves- 
tigation that he has simply gone from a busi- 
ness that he knew to one that he didn’t know 
and has failed.” 

There are, however, men who know one 
business, enter another and succeed. The 
general manager of the largest notion house 
in the world told me of two striking cases. 
Both men were successful salesmen. One 
abandoned his profession to buy a grocery 
store in Boston. Now he owns a whole chain 
of stores. The other organized a collection 
agency and now has one of the most extensive 
agencies in New York. 

Successes like this can be made occasionally 
by men of unusual versatility. But in ninety- 
nine cases out of a hundred expertness in one 
business is as much as most business men can 
gain, and it is not every business man who 
can gain even that. It comes through single- 


minded concentration. 
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HEN Sir Donald Mackenzie Wallace’s 
elaborate study of Russia was first 
published, more than twenty-five years ago, it 
was immediately recognized as embodying the 
results of long and patient research, and as 
presenting the findings of a competent and 


wholly unprejudiced observer. The natural 
environment, the resources, the industries, the 
economic development, the Government, the 
social fabric—in short, everything necessary 
to an understanding of the subject—was 
set down with a calm objectiveness that was 
illuminative and convincing. Since then Sir 
Donald has renewed his investigations, and a 
revised edition of his ‘Russia’? (Henry Holt 
& Co.) brings it down to date. 

That Russia is far from being a land of total 
darkness, corruption and oppression; that the 
bureaucracy is not as black as it is usually 
painted; that there is less industrial and 
agricultural distress than is generally sup- 
posed; that, on the other hand, there has been 
real progress of late years in both industry 
and agriculture; but that, when all is said, 
the need of far-reaching reforms is evident— 
are a few of the conclusions to be drawn from 
it. The most striking chapters of the revised 
book are those relating to the condition of 
the several classes of society and to the revo- 
lutionary movement. Sir Donald is decidedly 
of the opinion that the impoverishment of the 
peasantry is neither so severe nor so universal 
as many writers would have us believe; but 
the population has almost doubled since the 
Emancipation of 1861, while the amount of 
communal land remains the same. Here the 
obvious remedy is emigration and coloniza- 
tion, and this is now being applied. 

The landowners are finding the struggle for 
existence severe, chiefly because of the scarcity 
of farm laborers, the frequent droughts, the 
low price of cereals and the inadequacy of 
transportation facilities. The scarcity of 
laborers is due partly to the growing industrial 
activity of the Empire. And this, too, as Sir 
Donald shows, gives a new form and a new 
direction to the revolutionary movement. 
The book furnishes an impartial and informa- 


tive outline sketch of the campaign for politi- 
cal freedom, beginning with the inception of 
academic Nihilism. The revolutionists are 
shown to be in a stronger position than ever 
before. But there are no speculations about 
the possible outcome of Russia’s present crisis. 
‘All we can do,’’ the author concludes, ‘‘is to 
await patiently the © velopment of events, 
and in all probability it is the unexpected that 
will happen.”’ 

He does not discuss at any length the ques- 
tion of the abuse of law and privilege. He 
says in the chapter on the serfs: 


‘‘My aim has been to represent serfage in its 
normal, ordinary forms rather than in its occasional 
monstrous manifestations. Of these latter I have 
a collection containing ample material for a whole 
series of sensational novels, but I refrain from 
quoting them because I do not believe that the 
criminal annals of a country give a fair representa- 
tion of its real condition.” 


Notwithstanding the truth of this, the 
“criminal annals of a country,” if judiciously 
treated, indicate the moral influences in that 
country; and those of Russia assist in ex- 
plaining the long-enduring breach between 
the governing and the governed. Unfor- 
tunately, writers on this theme are prone to 
sensationalism, and their assertions must be 
critically scrutinized. Alexander  Ular’s 
“Russia from Within’’ (William Heinemann) 
and G. H. Perris’s “Russia in Revolution” 
(Brentano’s) are timely illustrations. Both 
writers range themselves with the extreme 
revolutionists, and both, but particularly 
M. Ular, mingle useful information with much 
that is worthless. Read, however, as sup- 
plementary to such a work as Sir Donald 
Wallace’s ‘‘ Russia,” they are helpful in eluci- 
dating both the standpoint of the so-called 
“terrorists’’ and the origins of “terrorism” 
—matters which can be made clear only by the 
aid of the ‘‘criminal annals.’’ M. Ular’s book 
deals almost exclusively with the reigning house 
and the bureaucracy, its avowed object being 
to show the incapacity of the one and the 
moral obliquity of the other. The author 
asserts that the Czars who have followed 
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Peter III. have all been “ pathological speci- 
mens,” that the emancipation of the serfs 
emanated from “the distorted brain of a 
degenerate sovereign,’ and that the explana- 
ticn of the present crisis is to be found in “‘ the 
astounding pathological history of the Hol- 
stein-Gottorp dynasty.’”’ The work fairly 
reeks with tales of corruption, scandal and 
intrigue, though it is something more than a 
splenetic outburst of Russophobia. Mr. Per- 
ris’s book, ‘‘ Russia in Revolution,” is a revicw 
of the past thirty-five years of Russian public 
life. It abounds in misreadings of history 
and in errant, if epigrammatic, abstractions, 
but its brief biographies of famous revolu- 
tionists, its first-hand accounts of prison life, 
and its exposition of the forces making for a 
democracy, if read with the caution sug- 
gested, are valuable. 


MEMOIRS OF BAYARD TAYLOR 


Mrs. Marie Hansen Taylor’s ‘“‘On Two Con- 
tinents: Memories of Half a Century” 
(Doubleday, Page & Co.), memoirs of her 
late husband, Bayard Taylor, gives pleasant 
glimpses of bygone days in many lands, of 
men and women who have left their names 
on the pages of history, and, above all, a fresh 
and intimate portrait of one of the cheeriest, 
bravest and most idealistic of Americans. 
But it would be impossible to convey with 
equal brevity an idea of the charm with which 
Mrs. Taylor has invested her recollections of 
the happy years passed by her and by her 
husband—the poet, diplomat, journalist and 
traveler—in their wanderings through the 
Old World and in their peaceful sojournings 
in the New. Her book is at once a pious 
tribute to her husband, a biographical memoir 
of rare significance, and a helpful contribution 
to the literary history of the nineteenth 
century, and particularly to the literary his- 
tory of the United States in the years imme- 
diately preceding and immediately succeeding 
the Civil War. Born in the quaint little 
German city of Gotha and reared in an 
atmosphere of intellectual activity, Mrs. 
Taylor found in her husband’s American 
friends and associates spirits of a nature akin 
to her own, and lovingly she lingers on her 
reminiscences of their personality, their 
dreams and their work. The Stoddards, 
Boker of ‘‘Francesca da Rimini’ fame, 
Charles Godfrey Leland, Thomas Bailey Al- 
drich, the Warner and Cary sisters, the 
painters McEntee and Gifford, and many 
another literary and artistic figure are recalled, 
and the conditions under which they lived. 
The reader mects the Brownings, Tennyson, 
Thackeray, Swinburne, Gortchakoff, Bis- 
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marck, Disraeli, Napier and Odo Russell. 
But the centre of the stage is always held by 
Bayard Taylor. And when the curtain falls 
on him Mrs. Taylor’s task is done. ‘With 
his last breath the leaves of my book of 
reminiscences are closed. A widow to whem 
marriage offered all that her heart could wish 
no longer possesses a future. The past alone 
is hers.”” Simple but vivid, incisive but 
luminous, here is a book which all lovers of 
American litcrature will, with good reason, 
welcome. 


A NOTABLE HISTORY OF DIPLOMACY 


With a volume entitled “The Struggle for 
Universal Empire’’ (Longmans, Green & Co.) 
Dr. David Jayne Hill enters on an under- 
taking which, if properly executed, will give 
him high rank among historians and prove 
a triumph for American scholarship. Though 
special phases of the diplomatic history of 
Europe have been discussed in innumerable 
monographs, there has been no general his- 
tory setting forth broadly and philosophically 
the part played by diplomacy in the inter- 
national development of Europe. It is this 
need which Dr. Hill hopes to meet. He must 
examine the progress of international inter- 
course and expound the motives inspiring it 
and its results, and he must inquire into the 
growth of the entire system of international 
relations. He starts with an account of the 
organization of Europe under the Roman 
Empire when international law was at least 
in embryo; and when, with the invasions of 
the barbarians and the substitution in western 
Europe of local and racial authority in place 
of universal imperial rule, there began the 
long conflict which resulted in the emergence 
of the great modern states. This conflict has 
been continued in the efforts of all subsequent 
European diplomacy—‘‘on the one hand to 
create anew an empire fashioned upon the 
model of the old Roman imperium, on the 
other to thwart that endeavor and secure for 
the separate nations of Europe the guarantees 
of their independence and their rights of 
national sovereignty.’”’ Thus Dr. Hill harks 
back to Imperial Rome and thence threads 
through the tortuous maze of the rise of the 
Papacy, the re-creation of the Empire, the 
struggles between these contending aspirants 
for world dominion and the consequent terri- 
torial readjustments. The period covered 
(B. C. 30-A. D. 1313) is treated with sur- 
prising fulness and directness, and with a 
picturesque vigor that augurs a completed 
work of high literary and scholastic excellence. 
He has displayed excellent judgment in se- 
lection, at no time straying from main move- 
ments, 




















THE WORK OF THE INSURANCE ENGINEER 

A“ investigation of the fire-fighting ef- 

ficiency of every city in the’ United 
States, growing out of the losses to the insur- 
ance companies by the Baltimore fire, has 
resulted in the new profession of insurance engi- 
neering. The fires at Baltimore and Rochester 
showed inadequate water supply and fire- 
.epartment equipment. Several large insur- 
ance companies were wiped out by the enor- 
mous losses. The National Board of Fire 
Underwriters, composed of 120 leading com- 
panies, thereupon organized an Engineering 
Department to investigate fire prevention 
and to recommend improvements that 
should minimize danger from fire. They 
believed that the best way to decrease the cost 
of insurance was to deal directly with the 
cause of fires. The cost of fire insurance in 
the United States is twelve times greater 
than in Great Britain, where high buildings, 
poor flues and shoddy construction are pro- 
hibited by law, and twenty times greater than 
in Italy, where construction is even better 
and where there are practically no conflagra- 
tions. 

To make conditions equally secure in this 
country is the task that the Engineering 
Department has set about to do. A staff of 
trained engineers was formed, with Mr. E. G. 
Hopson, formerly of the Metropolitan Water 
Board of Boston, at the head. The United 
States was divided into sections. In each a 
party has been at work for more than a year 
inspecting cities. With every party are civil, 
mechanical, structural, hydraulic and elec- 
trical engineers. Each is an insurance en- 
gineer. Every man makes an investigation 
along the line of his training. The method is 
simple. Arriving at a city they call on the 
Mayor and notify him of the inspection. The 
municipal authorities have co-operated heart- 
ily. Then the work begins. The architect 
in the party inspects the large buildings, looks 
over the specifications required by the local 
building inspector and familiarizes himself 
with the fireproof, fire escape and building 
laws; the electrical engineer looks after the 

































wiring of the city; the hydraulic engineer 
inspects the fire hydrants, the w»terworks 
and water pressure for fire, and so on. Fire 
engines are taken out at random and tested; 
heavy demands are made on the water supply 
to ascertain its availability in case a number 
of fires break out at the same time; the speed 
of the department horses is found out, and the 
fire-alarm telegraph is worked. One of the most 
important tests, however, is with buildings 
supposed to be fireproof. Fires are started 
in them and the results watched. The com- 
plete inspection of a city sometimes takes six 
months. 

When all the facts are obtained a report is 
made out which is a complete record of the 
fire-fighting efficiency of the community. 
Recommendations are made as to the best 
means of improving the service and preventing 
disastrous fires. These recommendations are 
frequently for more stringent building and 
fireproofing laws, the divorce of politics from 
the conduct and management of fire depart- 
ments, better water pressure and new equip- 
ment. Sometimes the incapacity of fire 
marshals and chiefs is proved. 

These reports are sent to the National 
Board of Fire Underwriters, to the local board 
of fire underwriters, and to the Mayor and 
council. Already many have been acted 
upon. At Pittsburg, for example, a new 
6,000,000-gallon pumping fire station has 
been installed and a fire boat ordered; at Cin- 
cinnati the boilers of half a dozen engines 
have been overhauled; at Rochester a new 
fire-alarm system has been installed and civil 
service introduced in the department; at 
Worcester new engines have been ordered. In 
every city (thirty-two have already been in- 
spected) a reorganization of the fire service 
has followed and better protection afforded 
the citizens. It is estimated that it will take 
five more years to complete the work of inves- 
tigation. At the end of that time the cities 
first inspected will be revisited. Thus the 
work will be made permanent and a check 
kept on violations of fire and building laws. 

The fire loss in the United States and 
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Canada last year was more than $252,000,000. 
This merely represents the monetary loss. 
Great fires like those of Baltimore and Roches- 
ter paralyze local business for long periods, 
and the effect is felt in the commerce of the 
nation. With improved protection, such as is 
resulting from the work of the insurance en- 
gineer, this large loss will not only be 
reduced but new safeguards thrown about 
people. 


JAPAN’S COURTESY TO PRISONERS OF WAR 


APAN has set the world an example in the 
humane care of prisoners of war. By a 
decree of the Emperor, a Bureau of Informa- 
tion was founded in Tokio to investigate the 
past and present condition of each prisoner; 
to receive and answer all communications 
rclating to the prisoners; to receive, transmit, 
and distribute gifts of money and other pre- 
sents sent for their use; to send letters, remit- 
tances and presents from the prisoners to 
their relatives and friends; to take charge of 
all articles, papers and testamentary docu- 
ments left by deceased prisoners of war and 
to transmit them to their representatives or 
heirs-at-law; to collect information from the 
forces in the field respecting any of the 
enemy’s soldiers who died on the field 
of battle, to answer any correspondence con- 
cerning them, and to take charge for due 
transmission of any articles or written papers 
found upon their bodies. 

The Bureau began its work about March 1, 
1904, under the direction of Major-General 
Ishimoto, the Vice-Minister of War. If any-’ 
one wished to obtain information respecting a 
relative or friend who was a prisoner, or was 
supposed to be a prisoner, all he needed to do 
was to send the person’s name in a letter ad- 
dressed to Furyo Joho—Kioku, Tokio, Japan. 
The Bureau would then send back particulars 
about the man, and, should he have died, it 
would forward any papers or other valuables 
that he might have left behind him. The 
Bureau communicated with Government de- 
partments, military corps or individuals, and 
in any language necessary. - 

All letters, parcels, and postal orders relat- 
ing to prisoners of war would, in accordance 
with the provisions of the Convention, be sent 
free of charge, provided they were marked 
“Service des prisonniers de guerre,”’ and pro- 
vided the sender were a citizen of one of the 
countries that signed the Convention (Austria- 
Hungary, Belgium, Bulgaria, China, Den- 
mark, France, Germany, Great Britain, 
Greece, Italy, Japan, Luxembourg, Mexico, 
Netherlands, Norway and Sweden, Persia, 
Portugal, Roumania, Russia, Servia, Siam, 
Spain, Switzerland, Turkey, the United 
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States). Articles for the prisoners of war 
were exempt from duty in Japan. 

Japan by establishing this Bureau put 
into effect for the first time the second con- 
vention of The Hague Peace Conference of 
1899, which covered improvements in the 
customs of war. 


LUNCH AT COST FOR THOUSANDS OF CLERKS 


TRAGIC incident caused Mr. Nathan 
Straus to begin welfare work among 
his employees that now number 5,000 people. 
He is one of the proprietors of a large New 
York department store. One day a clerk 
died from starvation. She lived in an obscure 
lodging house and was unable to communicate 
with her employer or friends. It made a 
profound impression on Mr. Straus and he 
determined then that henceforth no employee 
should go away hungry. 

Go to his store any day at lunch time. 
On one of the floors you will find a large, well- 
lighted dining-room. Girls move back and 
forth with trays of appetizing food. The 
savory smell of well-cooked meats and 
delicious pastry is in the air. At one end of 
the room are a score of clerks behind glass 
cases. Huge, shining pots of coffee rise near 
them. 

“Give me a five-cent meal,’’ says a girl, 
and she gets it. Everybody is eating and 
everybody seems to be contented. This 
dining-room is conducted by the firm in the 
interests of the employees. Everything is 
sold at cost. For example, a cup of coffee 
costs one cent, sandwiches two and three 
cents, a portion of meat and vegetables three 
cents. Dessert may be got for two cents. 

Here and there you will find a little cash 
girl eating a cold lunch, but drinking hot 
coffee, which costs her nothing. Mr. Straus 
has ordered that all cash girls and others 
working for very small salaries be furnished 
with hot coffee free every day. 

Sometimes a clerk approaches the head of 
a lunch room with the story: ‘I have no 
money for lunch to-day. We have had 
sickness at home and it has taken all the 
money.” She gets a free lunch ticket. This 
privilege has never been imposed on. 

After the clerks have had their luncheon 
they have access to a large recreation room. 
Here you may see the girls stretched out on 
easy chairs reading books and magazines, or 
resting. 

The lesson of the girl that starved to death 
has gone even farther. Every one of the 
5,000 employees is required to be a member 
of a Relief Society organized by Mr. Straus. 
The money received as dues, supplemented by 
large donations from the firm, comprises a 
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sinking fund, which is drawn on by members 
when ill or in want. 

Mr. Straus maintains a well-equipped hos- 
pital in the store. He personally paid for the 
medical education of a woman who is now 
house . physician. He selected a woman 
because the majority of the employees are 
women. If a clerk is ill at home a doctor is 
sent to the house. 


EVERY FARMER A ROADMAKER 


: iiagprrienes to Mr. D. Ward King, the dis- 

coverer of a new method of making 
good roads out of poor ones by the use of a 
simple home-made drag, the farmers of 
Missouri, Iowa and the neighboring states are 
being taught how to make and keep good 
roads at a minimum cost. Mr. King, who for 
twenty years has been a good-roads enthusi- 
ast, visited Sac City, Iowa, at the request of its 
Good Roads Association, in January, 1904. 
The work done by the farmers as the result of 
his talk has transformed the highways leading 
into the town. Twenty-eight miles were 
cared for last year at an expense of $2.40 a 
mile, and the roads were made so smooth that 
owners of trotting horses invariably choose 
them for speedways in preference to the race 
track. 

This convinced many doubters of the value 
of Mr. King’s device. He interested members 
of the Missouri Board of Agriculture in it, 
and they in turn secured special trains to run, 
free of charge, on trunk lines in Missouri and 
Iowa, with Mr. King preaching his system at 
frequent stops from the rear platform. He 
spoke first in the little town of Onawa, Iowa. 
The occasion was made a festival. Three 
hundred visiting farmers were given two good 
meals by the enterprising business men. 
One hundred and fifty dollars was subscribed 
and offered as prizes for the best-kept mile and 
half mile of road during 1905 by the use of the 
home-made King road drag. The town agreed 
to care for one mile of four roads leading out 
in different directions, and the farmers care 
for seven miles on each route. Within a 
week fifty farmers were using home-made 
King drags, and 200 are expected to be using 
them this fall. An almost impassable busi- 
ness street was converted within a few hours 
into a road solid enough for a team to haul a 
ton load with ease. 

The success at Onawa has been duplicated 
in dozens of other towns. Denison, Iowa, 
chose the street leading from the residence of 
Leslie M. Shaw, Secretary of the Treasury, to 
the railway station as the one to be improved, 
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village street as there is in the state. 

That the message which Mr. King delivered 
is simple is shown by this brief bit of personal 
experience: “‘I began with a drag made of an 
old post and a frost-bitten pump stock held 
together by two of three short pieces of board 
nailed on top. It pulled to pieces at the 
beginning of the second year, and at first I 
simply drove a team a-straddle of one wheel 
track going, and of the other wheel track com- 
ing back, merely breaking the rim of earth 
that rises on each side of the wheel track and 
leaving the road in good condition for team- 
sters to straddle the rut. After smashing 
both ruts I used to look down the road ap- 
provingly, pat myself on the back and think I 
had the nicest road in the country, and while 
I did at that time, yet it would look very 
rough to me now.” 

The drag that Mr. King now uses is made 
by splitting a good-sized log in twain and 
turning the halves on edge, with the rounding 
part of the log in front, placing each a few 
feet apart and nailing cross sections to con- 
nect them. The forward half is shod with a 
piece of iron. The device is drawn by one or 
two horses. When dragged along the roads 
it throws dirt to the middle and side of the 
road, and smoothes the surface. It is used 
just after a rain, being dragged along one side 
of the road for some distance and then back on 
the other side. 

“Dragging,” says Mr. King, ‘‘destroys the 
old trail, and the new trail, each time broader 
and less definite than before, is made on a 
different portion of the highway. By drag- 
ging while the earth is yet moist the road 
finally becomes a series of practically water- 
proof layers of puddled earth, each one of 
which is rolled and pounded by the wheels 
and hoofs of travel. Almost imperceptibly 
the centre of the road is elevated to a smooth 
grade that is not easily affected by bad 
weather. Dragging kills the weeds in the 
seed leaf. It also does away with the bumps 
at each side of bridges and culverts. Regular 
dragging fills them and they become as solid 
as the rest of the road. As the wheel tracks 
are wiped out, the water no longer runs to the 
bridge after every shower. You can thus 
drive as swiftly over the culverts of a dragged 
road as over any other portion. 

The drag can be constructed for $2.50 and 
operated by any boy who can drive a good 
farm team. Simple as the device is, its use, 
if persisted in, may make country roads a 
comfort instead of a bane. 


and within a half day it was made as good a 
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How lo Know Ihe Genuine 












the Ideal 












By this Trade-mark stamped on 
barrel of every pen we make. 





Not only “ Waterman’s,” but “ Waterman’s 
Ideal.””’ Look for the word “Ideal” in 
Globe, which is the distin- 
guishing part of the trade-mark phrase. 


As much care is taken in the manufacture of our pens as in 
the making of a watch. 
The feed is adjusted minutely and pens are set under a microscope. 

























Second 


By the Spoon-feed differing from all 
others, flat and broad with cups in the 
side that take up the ¢erminating over- 


flow, common to absolutely all other 
makes of Fountain Pens. The spoon- 
feed made the Ideal pen the Standard of 
the World. 













Spoon-feed 





Third 


By the Ideal Clip-Cap which secures the pen to 
the pocket in an instant and protects it against loss 
by accident or theft. 

The Clip is rigidly attached to the pen-cap, is 
all one piece, simple, and easily clipped to the pocket, 
but holds fast. 

It is sure to keep your fountain pen “right side 
up” and will not allow it to fall out, but it is easily 
detached for use. 

The Ideal Globe, the Spoon-feed, and the 
Clip-Cap will help you to identify the genuine. 

A fountain pen is a permanent investment. Get 
a good one. 




























Most stationery and jewelry stores carry complete assortments of Waterman’s Ideal Fountain 
Pens, but regardless of where you make your purchase, your pen is exchangeable, if not satisfactory, 
at our nearest depot. 


138 Montgomery Street, San Francisco 136 St. James Street, Moritreal 1z Golden Lane, London, E. C, 
8 School Street, Boston 















L. E. Waterman Co., 173 Broadway, New York 







160 State Street, Chicago 6 Rue de Hanovre, Paris 
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ROYAL 
BAKING POWDER 


ABSOLUTELY PURE 


Royal is a cream of tartar bak- 
ing powder, free: from alum, 
phosphatic acid, and every un- 
clean or unwholesome ingre- 
dient. It makes the bread, bis- 


cuit, cake, muffins and crusts 
ligh, delicious and wholesome. 


we 





Consumers desiring healthful food must avoid the use of alum- 
phosphate powders. They seriously interfere with digestion. 


‘‘T am very strongly of the opinion that the use of alum and 
salts of alumiina in food should be prohibited. It is well 
understood that the constant use of alum compounds exerts 
both a deleterious effect upon the digestive organs and an 
irritation of the internal organs after absorption.”’ 


EDWARD S. WOOD, M.D., Professor of Chemistry, 
Harvard Medica! School, Boston. 


Buy no baking powder unless guaran- 
teed a cream of tartar baking powder. 
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